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MESSAGE. 


The  Senate  and  House  of  Representatives: 

I  transmit  herewith  a  report  by  the  Commissioner  of  the  Bureau 
of  CJorporations  in  the  Department  of  Commerce  and  Labor  on  the 
subject  of  trannportation  ^nd  freight  rates  in  connection  with  the 
oil  industry.  The  investigation,  the  results  of  part  of  which  are 
summarized  in  this  report,  was  undertaken  in  accordance  with  House 
Resolution  499,  passed  February  15,  1905,  but  for  the  reasons  given 
in  the  report  it  has  been  more  general  and  extensive  than  was  called 
for  in  the  resolution  itself. 

I  call  your  especial  attention  to  the  letter  of  transmittal  accom- 
panying and  summarizing  the  report;  for  the  report  is  of  capital 
importance  in  view  of  the  effort  now  being  made  to  secure  such 
enlargement  of  the  powers  of  the  Interstate  Commerce  Commission 
as  will  confer  upon  the  Commission  power  in  some  measure  ade- 
quately to  meet  the  clearly  demonstrated  needs  of  the  situation.  The 
facti^  set  forth  in  this  report  are  for  the  most  part  not  disputed.  It 
b  only  the  inferences  from  them  that  are  disputed,  and  even  in  this 
respect  the  dispute  is  practically  limited  to  the  question  as  to 
whether  the  transactions  are  or  are  not  technically  legal.  The  report 
shows  that  the  Standard  Oil  Company  has  benefited  enormously  up 
almost  to  the  present  moment  by  secret  rates,  many  of  these  secret 
rates  being  clearly  unlawful.  This  benefit  amounts  to  at  least  three- 
quarters  of  a  million  a  year.  This  three-quarters  of  a  million  repre- 
aenUi  the  profit  that  the  Standard  Oil  Company  obtains  at  the  expense 
of  the  railroads;  but  of  course  the  ultimate  result  is  that  it  obtains  a 
much  larger  profit  at  the  expense  of  the  public.  A  very  striking 
result  of  the  investigation  has  been  that  shortly  after  the  discovery 
of  these  secret  rates  by  the  Commissioner  of  Corporations,  the  major 
portion  of  them  were  promptly  corrected  by  the  railroads,  so  that 
most  of  them  have  now  been  done  away  with.  This  immediate  cor- 
rection, partial  or  complete,  of  the  evil  of  the  secret  rates  is  of 
course  on  the  one  hand  an  acknowledgment  that  they  were  wrong,  and 
yet  were  persevered  in  until  exposed;  and  on  the  other  hand  a  proof  of 
the  efficiency  of  the  work  that  has  been  done  b}-  the  Bureau  of  Corpo- 
rations. The  Department  of  Justice  will  take  up  the  question  of 
instituting  prosecutions  in  at  least  certain  of  the  case«.  But  it  is 
most  desirable  to  enact  into  law  the  bill  introduced  \)y  S^Ti^\jciT  Y^tkOii 
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to  correct  the  interpretation  of  the  immunity  provision  rendered 
in  Judge  Humphrey's  decision.  The  hands  of  the  Government  have 
been  greatly  strengthened  in  securing  an  eflfective  remedy  by  the 
recent  decision  of  the  Supreme  Court  in  the  case  instituted  by  the 
Government  against  the  tobacco  trust,  which  decision  permits  the 
Government  to  examine  the  books  and  records  of  any  corporation 
engaged  in  interstate  commerce;  and  by  the  recent  conviction  and 
punishment  of  the  Chicago,  Burlington  and  Quincy  Railroad  and 
certain  of  its  officers. 

But  in  addition  to  these  secret  rates  the  Standard  Oil  profits 
immensely  by  open  rates,  which  are  so  arranged  as  to  give  it  an  over- 
whelming advantage  over  its  independent  competitors.  The  refusal 
of  the  railroads  in  certain  cases  to  prorate  produces  analogous  effects. 
Thus  in  New  England  the  refusal  of  certain  railway  systems  to  pro- 
rate has  resulted  in  keeping  the  Standard  Oil  in  absolute  monopolistic 
control  of  the  field,  enabling  it  to  charge  from  three  to  four  hundred 
thousand  dollars  a  year  more  to  the  consumers  of  oil  in  New  England 
than  they  would  have  had  to  pay  had  the  price  paid  been  that  obtaining 
in  the  competitive  fields.  This  is  a  characteristic  example  of  the  nu- 
merous evils  which  are  inevitable  under  a  system  in  which  the  big  ship- 
per and  the  railroad  are  left  free  to  crush  out  all  individual  initiative 
and  all  power  of  independent  action  because  of  the  absence  of  adequate 
and  thorough -going  governmental  control.  Exactly  similar  conditions 
obtain  in  a  large  part  of  the  West  and  Southwest.  This  particular 
instance  exemplifies  the  fact  that  the  granting  to  the  Government  of 
the  power  to  substitute  a  proper  for  an  improper  rate  is  in  very  many 
instances  the  only  effective  way  in  which  to  prevent  improper  dis- 
criminations in  i-ates. 

It  is  not  possible  to  put  into  figures  the  exact  amount  by  which  the 
Standard  profits  through  the  gross  favoritism  shown  it  by  the  railroads 
in  connection  with  the  open  rates.  The  profit  of  course  comes  not 
merely  b}'  the  saving  in  the  rate  itself  as  compared  with  its  compet- 
itors, but  l)y  the  higher  prices  it  is  able  to  charge,  and  (even  without 
reference  to  these  higher  prices)  by  the  complete  control  of  the  mar- 
ket which  it  secures,  thereby  getting  the  profit  on  the  whole  consump- 
tion. Here  again  the  only  wa}^  bj'  which  the  discriminations  can  be 
cured  is  by  conferring  upon  the  Interstate  Commerce  Commission  the 
power  to  take  quick  and  effective  action  in  regulating  the  rates. 

One  feature  of  the  report  w^hich  is  especially  worthy  of  attention 
is  the  showing  made  as  to  the  way  in  which  the  law  is  evaded  by 
treating  as  State  commerce  what  is  in  realit}^  merely  a  part  of 
interstate  conmierce.  It  is  clearl}'  shown,  for  instance,  that  this 
device  is  employed  on  the  New  York  Central  Railroad,  as  well  as 
on  many  other  railroads,  in  such  fashion  as  to  amount  to  thwarting 
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the  purpose  of  the   law,   although   the  forms  of  the   law  may  be 
complied  with. 

It  is  unfortunately  not  true  that  the  Standard  Oil  Company  is  the 
only  great  corporation  which  in  the  immediate  past  has  benefited,  and 
is  at  this  moment  benefiting,  in  wholly  improper  fashion  by  an  elabo- 
rate series  of  rate  discriminations,  which  permit  it  to  profit  both  at 
the  expense  of  its  rivals  and  of  the  general  public.  The  Attorney- 
General  reports  to  me  that  the  investigation  now  going  on  as  to  the 
shipments  by  the  sugar  trust  over  the  trunk  lines  running  out  of  New 
York  City  tends  to  show  that  the  sugar  trust  rarely  if  ever  pays  the 
lawful  rate  for  transpoitation,  and  is  thus  improperly,  and  probably 
unlawfully,  favored  at  the  expense  of  its  competitors  and  of  the  gen- 
eral public. 

The  argument  is  sometimes  advanced  against  conferring  upon  some 
governmental  body  the  power  of  supervision  and  control  over  inter- 
state commerce,  that  to  do  so  tends  to  weaken  individual  initiative. 
Investigations  such  as  this  conclusively  disprove  any  such  allegation. 
On  the  contrary,  the  proper  play  for  individual  initiative  can  only  be 
secured  by  such  governmental  supervision  as  will  curb  those  monopo- 
lies which  crush  out  all  individual  initiative.  The  railroad  itself  can 
not  without  such  Government  aid  protect  the  interests  of  its  own 
stockholders  as  against  one  of  these  great  corporations  loosely  known 
sui  trusts. 

In  the  effort  to  prevent  the  railroads  from  uniting  for  improper 
purposes  we  have  very  unwisely  prohibited  them  from  uniting  for 
proper  purposes;  that  is,  for  purposes  of  protection  to  themselves  and 
to  the  general  public  as  against  the  power  of  the  great  corporations. 
They  should  certainly  be  given  power  thus  to  unite  on  conditions  laid 
down  by  Congress,  such  conditions  to  include  the  specific  approval  of 
the  Interstate  Commerce  Commission  of  any  agreement  to  which  the 
railroads  may  come.  In  addition  to  this  the  (iovernment  must  inter- 
fere through  its  agents  to  deprive  the  railroad  of  the  ability  to  make 
to  the  big  coi^porations  the  concessions  which  otherwise  it  is  powerless 
to  refuse. 

.  The  Government  should  have  power  by  its  agents  to  examine  into 
the  conduct  of  the  railways — that  is,  the  examiners  under  the  direction 
of  the  Interstate  Commerce  Conmiission  should  be  able  to  examine  as 
thoroughly  into  the  affairs  of  the  milroad  as  bank  examiners  now 
examine  into  the  affairs  of  banks. 

It  is  impossible  to  work  a  material  improvement  in  conditions 
8uch  as  above  described  merely  through  the  instrunientiility  of  a 
law  suit.  A  law  suit  is  often  a  necessary  method;  but  by  itself  it  is 
an  utterly  inadequate  method.  What  is  needed  is  the  conferring  upon 
the  Commission  of  ample  affirmative  power,  so  conferred  as  to  make 
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its  decisions  take  eflfect  at  once,  subject  only  to  such  action  by  the 
court  as  is  demanded  by  the  Constitution.  The  courts  have  the  power 
to,  and  will  undoubtedly,  interfere  if  the  action  of  the  Commission 
should  become  in  eflfect  confiscatory  of  the  property  of  an  individual 
or  corporation,  or  if  the  Commission  should  undertake  to  do  anything 
beyond  the  authority  conferred  upon  it  by  the  law  under  which  it  is 
acting.  1  am  well  aware  that  within  the  limits  thus  set  the  Commis- 
sion may  at  times  be  guilty  of  injustice;  but  far  grosser  and  far  more 
frequent  injustice,  and  injustice  of  a  much  more  injurious  kind,  now 
results  and  must  alwa3's  result  from  the  failure  to  give  the  Commis- 
sion ample  power  to  act  promptly  and  eflfectively  within  these  broad 
limits. 

Though  not  bearing  upon  the  question  of  railroad  rates,  there  are 
two  measures  consideration  of  which  is  imperatively  suggested  by 
the  submission  of  this  report.  The  Standard  Oil  Company  has, 
largely  by  unfair  or  unlawful  methods,  crushed  out  home  competi- 
tion. It  is  highly  desirable  that  an  element  of  competition  should 
be  introduced  by  the  passage  of  some  such  law  as  that  which  has 
already  passed  the  House,  putting  alcohol  used  in  the  arts  and 
manufactures  upon  the  free  list.  Furthermore,  the  time  has  come 
when  no  oil  or  coal  lands  held  by  the  Government,  either  upon  the 
public  domain  proper  or  in  territory  owned  by  the  Indian  tribes, 
should  be  alienated.  The  fee  to  such  lands  should  be  kept  in  the 
United  States  Government  whether  or  not  the  profits  arising  from  it 
are  to  be  given  to  any  Indian  tribe,  and  the  lands  should  be  leased 
onl}^  on  such  terms  and  for  such  periods  as  will  enable  the  Government 
to  keep  entire  control  thereof. 

Theodore  Roosevelt. 

The  White  House, 

May  Jh  1906. 


Department  of  Commerce  and  Labor, 

Office  of  the  Secretary, 

Washington,  May  ^,  1906. 
Sir:  I  have  the  honor  tx)  transmit  herewith  a  report  of  the  Com- 
missioner of  Corporations  on  that  part  of  the  investigation  of  the  oil 
industry  which  has  to  do  with  the  subject  of  transportation  and  freight 
rates. 

Very  respectfully,  Lawrence  O.  Murray, 

Assistant  Secretary, 
The  President. 
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LETTER  OF  SUBMITTAL. 


Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Wmhington^  May  ^,  1906. 

Sir:  I  have  the  honor  to  submit  the  part  of  the  report  on  the 
oil  industry  which  has  to  do  with  the  subject  of  transportation  and 
freight  rates. 

House  resolution  No.  499,  passed  February  15,  1905,  directed  par- 
ticular attention  to  the  condition  of  the  Kansas  oil  field.  The  study 
of  the  oil  industry  which  had  theretofore  been  made  by  the  Bureau 
showed  that  a  special  report  upon  the  conditions  in  the  Kansas  tield 
would  not  be  advisable.  A  report  on  any  special  field  would  of  neces- 
sity be  unfair  to  both  the  producers  and  the  refiners,  for  the  reason 
that  the  purely  local  conditions  do  not  by  any  means  determine  the 
price  of  either  crude  oil  or  its  products  or  afford  a  proper  basis  for 
understanding  the  conditions  of  the  industry.  Therefore,  a  general 
and  very  extensive  investigation  has  been  conducted,  covering  the  fol- 
lowing subjects: 

1.  The  crude  oil  production  in  the  United  States  and  its  relation  to 
the  world's  supply;  the  prices  and  methods  of  purchase. 

2.  The  use,  development,  and  control  of  pipe  lines. 

3.  Refining  of  oil;  the  control  of  refineries;  the  cost  of  refining  and 
marketing;  the  prices  of  petroleum  products. 

4.  The  organization,  ownership,  and  relation  of  the  companies 
engaged  in  the  production,  manufacture,  and  distribution  of  oil. 

5.  The  competitive  methods  used  in  the  production  and  sale  of  oil. 

6.  Transportation  and  freight  rates. 

7.  Foreign  trade  and  conditions  and  their  relation  to  the  domestic 
industry. 

I  have  personally  visited  nearly  all  of  the  gre^t  fields  and  have  been 
in  communication,  either  personally  or  through  the  agents  of  the 
Bureau,  with  many  hundred  producers  and  practically  all  the  refiners 
and  transportation  agencies  engaged  in  the  distribution  of  oil.  A 
special  agent  of  the  Bureau  was  sent  to  Europe  to  study  at  first  hand 
the  conditions  in  foreign  producing  fields  and  distributing  markets. 
The  facts  obtained  have  in  every  feasible  way  l)een  verified  b}-  exam- 
ination of  the  original  sources  of  information. 

By  far  the  greater  part  of  the  material  necessary  for  the  completion 
of  the  entire  report  has  been  collected.     The  preWnuivaTy  Y»\\\dj5  oWXvv^ 
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material  showed  that  the  most  important  subject  was  transportation, 
because  the  cost  of  transportation  is  a  very  large  percentage  of  the 
total  cost  to  the  consumer  of  the  finished  product,  and  hence  a  most 
important  factor  in  competition. 

The  control  of  the  Standard  Oil  Company  over  the  entire  oil  indus- 
try is  so  great  as  to  require  a  special  study  of  its  relations  to  trans- 
portation companies. 

I  therefore  first  submit  the  accompanying  report  upon  the  subject 
of  railway  transportation  and  freight  rates.  As  it  necessarily  covers 
many  details,  I  beg  to  invite  your  attention  to  the  following  summary 
of  its  more  prominent  features. 

The  manufacture  of  refined  oil,  commonly  known  as  kerosene,  is 
about  26,000,000  barrels  annually,  of  which  the  ^IgrrdardjQil  Com- 
pany directly  and  indirectly  controls  about  23,000,000.  It  also  con- 
trols approximately  the  same  proportion  of  the  other  finished  products 
of  petroleum. 

The  refineries  owned  or  controlled  by  the  Standard  Oil  Company  are 
located  near  New  York,  Philadelphia,  Baltimore,  Chicago,  and  Kansas 
City,  in  western  New  York  and  Pennsylvania,  in  West  Virginia,  Ohio, 
Kansas,  Colorado,  California,  and  Texas.  Its  largest  refineries  are 
located  at  the  great  centers  of  distribution,  which  are  connected  by 
pipe  lines  with  the  crude-oil  fields.  The  refined  products  are  carried 
by .  rail  and  water.  The  independent  refineries — that  is,  those  not 
*  owned  or  controlled  by  the  Standard  Oil  Company — are  located,  with 
a  ver>'  few  exceptions,  at  or  near  the  crude-oil  fields.  This  difference 
of  location,  as  will  be  seen  later,  is  of  importance. 

The  Standard  claims  that  the  location  of  its  refineries  and  the  use  of 
pipe  lines  are  natural  advantages  to  which  it  is  justly  entitled  by  rea- 
son of  the  energy  and  foresight  of  its  managers.  While  in  a  measure 
that  is  true,  it  must  not  be  forgotten  that  these  advantages  were  in 
part  obtained  by  means  of  unfair  competitive  methods  during  years  of 
fierce  industrial  strife. 

The  development  of  the  pipe-line  sj'^stem  by  the  Standard  Oil  Com- 
pany was  the  result  of  special  agreements  with  railroad  companies. 
Furthermore,  those  so-called  natural  advantages  have  been  and  are 
being  greatly  increased  by  discriminations  in  freight  rates,  both  pub- 
lished and  secret,  interstate  and  State,  which  give  the  Standard  monop- 
olistic control  in  the  greater  portion  of  the  country,  and  which  so 
limit  competition  as  to  practically  prevent  the  extension  of  the  busi- 
ness of  any  independent  to  a  point  which  even  remotely  endangers  the 
supremacy  of  the  Standard. 

An  immediate  result  of  this  delimitation  of  the  competitive  area  is 

shown  by  the  prices  of  ordinary  illuminating  oil  throughout  the  coun- 

trj.     After  deducting  the  freight  rate  the  price  of  such  oil  is  usually 

from  2  cents  to  5  cents  a  j^Uon  higher  in  the  noncompetitive  than  in 
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the  competitive  fields.  A  reasonable  profit  upon  refined  oil  is  about 
one-half  cent  a  gallon.  It  is  clear  that  exorbitant  profits  are  obtained 
in  the  noncompetitive  fields.  •  This  monopolistic  control  extends  from 
the  well  of  the  producer  to  the  door  step  of  the  consumer. 

The  facts  regarding  freight  rates  have  been  obtained  by  the  exami- 
nation of  thousands  of  entries  upon  railroad  records.  With  but  a 
single  important  exception,  railroad  companies  have,  upon  application 
of  the  Bureau  of  Corporations,  given  access  to  records  of  both  State 
and  interstate  business.  The  New  York  Central  Company  refused 
for  itself  and  its  affiliated  lines  to  give  access  to  records  of  State  rates. 
At  the  beginning  of  this  investigation  the  officials  of  the  Standard 
Oil  Company  stated  that  that  company  had  not  obtained  in  recent 
years  and  was  not  now  obtaining  any  rebate  or  other  transportation 
discrimination  as  against  its  competitors.  They  invited  the  most 
careful  investigation  of  the  subject. 

Upon  the  request  of  its  attorney,  all  the  essential  facts  discovered 
by  this  Bureau  were  presented  to  the  company  at  the  close  of  the 
investigation,  and  an  exhaustive  statement  relating  thereto  was  made 
by  its  chief  traffic  officer.  There  was  no  denial  of  the  facts  found, 
but  explanations  of  particular  situations  were  offered,  and  it  was 
urged  that  the  facts  did  not  show  any  violation  by  the  Standard  of  the 
letter  or  spirit  of  the  interstate-commerce  law.  A  most  careful 
review  of  the  facts  and  the  explanations  leads  to  the  following  con- 
clusions:   

The  Standard  Oil  Company  has  habitually  received  from  the  rail- 
roads, and  is  now  receiving,  secret  rates  and  other  unjust  and  illegal y 
discriminations.  ^ 

During  1904  the  Standard  saved  about  three-quarters  of  a  million 
dollars  through  the  secret  rates  discovered  by  the  Bureau  of  Corpora- 
tions, and  of  course  there  may  l)e  other  secret  rates  which  the  Bureau 
has  not  discovered.  This  amount  represents  the  difference  between  the 
open  rates  and  the  rates  actuall}-  paid.  Many  of  these  discriminations 
were  clearly  in  violation  of  the  interstate-commerce  law,  and  others, 
whether  technically  illegal  or  not,  had  the  same  effect  upon  competitors.  • 
On  some  State  business  secret  rates  were  applied  by  means  of  rebates. 

These  discriminations  have  been  so  long  continued,  so  secret,  so 
ingeniously  applied  to  new  conditions  of  trade,  and  so  large  in  amount 
as  to  make  it  certain  that  they  were  due  to  concerted  action  by  the 
Standard  and  the  railroads. 

The  Standard  Oil  Company  is  receiving  unjust  discriminations  in 
open  rates. 

The  published  rates  from  the  leading  Standard  shipping  points  are 
relatively  much  lower  than  rates  from  the  shipping  points  of  its  com- 
petitors.    The  advantage  to  the  Standard  over  its  competitors  from 
such  open  discriminations  is  enormous,  probably  as  \\\\i^x\»tvX.  ^5^;^  >J^'^\. 
oh\»Ari^ribrough  the  secret  rates. 
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If  an  unfair  discrimination  be  obtained  by  one  shipper  through  a 
device  which  in  itself  is  seemingly  not  prohibited  by  law,  that  fact 
shows  that  the  law  is  defective  and  should  be  strengthened;  it  does  not 
show  that  the  discrimination  is  proper  or  just. 

The  following  are  a  few  of  the  most  important  discriminations  and 
the  methods  by  which  they  were  obtained: 

(1)  For  about  ten  years  the  New  England  territory  has  been  in  con- 
trol of  the  Standard  Oil  Company  by  reason  of  the  refusal  of  the  New 
^      York,  New  Haven  and  Hartford  road  and  of  the  Boston  and  Maine 
road,  on  all  but  a  few  divisions,  to  prorate — i.  e.,  to  join  in  through 
\^    ,  rates — on  oil  shipped  from  west  of  the  Hudson  River,  and  by  means 
^^5^of  the  adjustment  of  published  rates. 

-  ::^    The    Standard  is  entitled  to  the  advantage  of    its  water    ship- 
ping points    in. reaching   New    England,   but  that    advantage  was 
-~  greatly  and  unfairly  increased  when  the  railroads,  by  refusing  to  pro- 
?  ;'  rate,  virtiia.lly  kept  independent  refiners  from  using  all-rail  routes. 
(V  The  refusal  to  prorate  increased  the  i^ail  rates  from  the  West  from  8 
-  to  10  cents  per  hundred  pounds.     These  railroads  do- prorate  on  all 
«    ^  other  commodities;  their  refusal  to  do  so  in  the  case  of  oil  amounted 
X;  to  imposing  a  substantial  tax  on  all  consumers  in   the  region  the}^ 
*-  ^]  cover,  and  is  also  a  heav}^  discrimination  against  the  smaller  refiners. 
'  (2)  The  Standard  Oil  Company  has  been  able  to  absolutely  control 

for  many  years  the  sale  of  oil  in  the  northeastern  part  of  New  York 
and  in  a  portion  of  Vermont  by  means  of  secret  rates  from  its  refin- 
eries at  Olean  and  Rochester. 

The  Pennsylvania  Railroad  has  given  the  Standard  a  rate  of  9  cents 
a  barrel  from  Olean,  N.  Y.,  to  Rochester,  while  the  independent 
refineries  situated  in  territory  adjacent  to  Olean  were  given  a  rate  of 
38  cents  a  barrel.  By  means  of  this  9-cent  rate,  in  combination  with 
a  rate  from  Rochester  to  Norwood,  N.  Y.,  a  virtually  secret  and  very 
low  rate  from  Norwood,  N.  Y.,  to  Burlington,  and  secret  local  rates 
therefrom,  the  Standard  has  been  able  to  supply  central  and  northern 
Vermont  with  oil  at  a  rate  of  from  15  to  21  cents  per  hundred  pounds, 
.  whereas  no  independent  refiner  could  reach  that  territory  from  west- 
ern Pennsylvania  save  b}'^  a  rate  varying  from  33  to  50  cents  per 
hundred  pounds. 

The  saving  to  the  Standard  during  1904  by  the  secret  rate  from 
Olean  to  Rochester  alone  was  $115,000.  This  and  other  less  important 
rates  from  Olean  were  unknown  to  the  independent  refiners,  and  were 
not  published  on  the  ground  that  they  were  wholly  State  rates;  yet 
in  fact  they  were  used  for  oil  consigned  to  points  beyond  the  State 
boundary  of  New  York.  Furthermore,  all  the  shipments  from  Olean 
on  these  secret  rates  were  blind-billed — i.  e.,  the  rates  were  not  shown 
on  the  vvav bills. 
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(3)  The  Standard  Oil  Company  has  maintained  absolute  control  of 
almost  the  whole  section  of  the  country  south  of  the  Ohio  River  and 
east  of  the  Mississippi  by  means  of  secret  rates  and  open  discriminations 
in  rates  from  Whiting,  Ind. 

For  example,  the  published  tanff  rate  from  Whiting,  Ind.,  the  great 
western  refinery  of  the  Standard,  to  Birmingham,  Ala.,  was  44  cents 
per  hundred  pounds.  For  at  least  ten  3'ears  the  Standard,  by  means 
of  a  secret  combination  of  rates  by  way  of  Grand  Junction,  Tenn., 
over  the  lines  of  the  Chicago  and  Eastern  Illinois,  the  Illinois  Central, 
and  the  Southern  Railway,  has  shipped  oil  to  Birmingham  for  29^ 
cents.  The  Toledo  competitor,  no  farther  distant,  had  to  pay  47i 
cents. 

A  great  area  in  the  South  has  been  reached  by  this  same  secret  com- 
bination at  rates  averaging  one-fourth  less  than  the  published  rate^)^g 
The  total  saving  to  the  Standard  on  these  rates  has  been  about  $70,000 
per  3"ear. 

Again,  the  open  rate  from  Whiting  to  Evansville,  Ind.,  has  been 
for  many  years  11  cents.  The  Standard  has  for  about  ten  years 
shipped  oil  to  Evansville,  for  local  use  and  for  many  points  beyond  in 
the  Southeast,  at  so-called  State  rates  of  6  cents  and  8i  cents.  The 
freight  paid  by  the  Standard  in  this  case  has  }>een  about  $10,000  a 
year  less  than  the  open  rate. 

The  rates  to  this  same  territor}'  from  the  independent  refining  points 
at  Toledo  and  Cleveland  were  from  8  to  28  cents  per  hundred  pounds, 
or  from  i  to  1^  cents  a  gallon  higher  than  the  rate  paid  b}'  the 
Standard. 

The  records  of  the  Chicago  and  Eastern  Illinois  Railroad  Company 
show  plainly  that  these  Grand  Junction  and  Evansville  rates  were 
intended  to  be  secret,  were  given  for  the  sole  benefit  of  the  Standard, 
and  were  handled  as  secret  rates  with  the  knowledge  of  Standard 
officials. 

(4)  The  Standard  Oil  Company'  has  for  at  least  ten  years  shipped 
oil  from  Whiting  to  East  St.  Louis,  111.,  at  a  rate  of  6  or  6i  cents  on 
three  of  the  five  railroads  running  between  those  places,  while  the 
only  dul}'  published  mte  on  all  roads  has  been  18  cents  during  all  that 
period.  This  discrimination  saved  the  Standard  alK)ut  1^240,000  in 
1904. 

For  many  years  Ekist  St.  Louis  has  been  the  gateway  for  oil  ship- 
ments by  the  Standard  into  the  Southwest.  The  rates  from  the  inde- 
pendent refining  points  of  Ohio  to  East  St.  Louis  have  been  about  12 
cents  higher  than  the  rate  from  Whiting,  whereas  on  other  commodi- 
ties of  similar  gi^ade  these  points  pay  only  about  5  cents  more  than 
Whiting. 
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Whiting  is  located  in  Indiana,  about  two  miles  from  the  Illinois 
line.  East  St.  Louis  is  in  Illinois,  just  across  the  river  from  St.  Louis. 
The  secret_lojy  rates  were  given  by  the  Chicago^  Burlington  and 
/  Quincy,  Chicago  and  Alton,  and  Chicagojind  Eaotorn  IHfflets-railroads. 
They  were  not  published,  on  the  ground  that  they  were^State_  rates. 
In  dealing  with  these  rates,  one  of  tEe  roads — the  Chicago  and  Alton — 
falsel}'  waybilled  the  freight  at  18  cents,  and  collected  from  the  Stand- 
Q  ard  atOcenta,  The  Chicago  and  Eastern  Illinois  blind-billed  its  ship- 
men"]^!  The  Chicago,  Burlington  and  Quincy  billed  and  collected  at 
the  6-cent  i"at^  but  it  was  none  the  less  secret. 

(5)  In  the  Kansas-Territory  field  there  are  some  unfair  open  rates. 
*  A  more  important  discrimination  has  been  in  the  arbitrary  weights 

}'  fixed  by  the  railroads^.Qfl^criiflp  oil  and  fuel  x)iL  This  discrimination 
'prevents  the  Kansas  producer  from  selling  his  crude  oil,  especially 
that  of  low  gravity,  advantageously  in  competition  with  the  fuel  oil 
produced  by  the  Standard  and  the  small  local  refiners. 

Crude  oil  is  charged  on  the  basis  of  7.4  pounds  per  gallon;  its  ac^tual 
weight  is  about  7.2  pounds.  Fuel  oil  produced  by  the  refineries  is 
charged  at  6.4  pounds;  it  actually  weighs  about  7.6  pounds.  A  barrel 
of  crude  oil  shipped  from  Kansas  to  St.  Louis  is  charged  nearly  10 
cents  more  than  a  barrel  of  fuel  oil;  this  diflference  in  freight  charges 
is  equal  to  more  than  one-third  of  the  price  of  low-grade  Kansas  crude. 

This  discrimination  has  existed  for  about  four  years.  It  does  not 
exist  in  any  other  field.  The  legislation  of  Kansas  in  1905  put  an  end 
to  it  so  far  as  shipments  within  the  State  are  concerned. 

(6)  In  California  direct  rebates,  as  well  as  discriminations  by  the 
use  of  secret  rates,  have  Ibeen  given  on  oil.      ^^ 

T^hese  rebates  and  discriminations  benefited  the  Standard  to  the  ex- 
tent of  about  $100,000  in  1904.  The  Associated  Oil  Company,  the 
Union  Oil  Company,  and  some  consumers  of  oil  also  received  rebates 
and  secret  rates,  but  the  Standard  apparently  received  as  much  as  all 
other  interests  combined.  These  favors  were  almost  invariably  denied 
the  ordinary  shipper.  On  shipments  to  Arizona,  rebates  on  State 
rates  were  received  by  the  Standard  in  connection  with  interstate  ship- 
ments; this  virtually  was  a  rebate  on  interstate  business.  Owing  to 
the  fact  that  fuel  oil  is  extensively  sold  under  contract  on  the  Pacific 
coast,  rate  discriminations  obtained  by  a  few  favored  shippers  have 
enabled  them  to  monopolize  markets  for  long  periods. 

Great  injury  has  been  inflicted  by  railroads  upon  independent  ship- 
pers through  discriminations  in  the  distribution  of  tank  cars. 

(7)  Open  published  rates  from  Whiting  into  a  large  part  of  the 
United  States  have  given  the  Standard  Oil  Company  an  unfair  advan- 
tage of  from  1  to  20  cents  per  hundred  pounds. 

This  discrimination  seriously  limits  independent  refiners  in  some 
markets,  and  shuts  them  out  completely  from  other  markets.     It  is 
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accomplished  by  the  use  of  commodity  rates — that  is,  i*ates  which  apply  ;\.    ^ 
only  to  petroleum  and  its  products — and_bv^ref usal  to  prorate. 

The  true  principle  of  commodity  rate  making  is  to  more  nearly 
equalize  competitive  conditions,  tut  the  general  effect  of  commodity 
rates  on  oil  has  been  to  give  the  Standard  relatively  much  lower 
rates  to  common  markets  than  those  given  to  its  competitors. 

For  instance,  in  shipments  to  New  Orleans  and  other  points  on  the 
lower  Mississippi  River  and  the  Gulf,  the  ordinary  class  rates  on  sim- 
ilar low-grade  articles  from  Toledo,  Cleveland,  and  Pittsburg  are  only 
2  cents  above  the  rates  from  Whiting.  The  commodity  rates  on  oil 
are  from  9i  to  13i  cents  above  the  rates  from  Whiting.  -The  normal 
principle  of  commodity  rates  would  tend  to  make  the  charge  the  same 
from  all  four  of  these  points,  instead  of  increasing  the  differential. 

Prior  to  the  establishment  of  the  Whiting  refinery  the  railroads 
west  of  the  Mississippi  prorated  with  the  eastern  roads  on  oil  ship- 
ments from  the  Pennsylvania  and  Ohio  districts  into  most  parts  of  the 
West  and  Southwest.  After  the  establishment  of  the  Whiting  refin- 
ery these  roads  refused  to  prorate  from  points  east  of  Whiting.  This 
refusal  increased  the  natural  disadvantage  of  the  eastern  refineries  by 
from  1  to  19i  cents  per  hundred  pounds.  This  discrimination  is  the 
more  conspicuous  in  the  case  of  the  southwestern  railroads  because 
they  do  prorate  with  the  railroads  from  Chicago  to  St.  Louis  on  oil 
from  Whiting  gping  to  certain  sections. 

Most  of  the  secret  rates,  and  some  of  the  open  discriminations  dis- 
covered by  the  Bureau  of  Corporations  were  abolished  by  the  railroads 
shortly  after  such  discovery.  The  more  important  changes  thus  far 
noted  are  as  follows: 

1.  The  secret  rates  of  9  cents  a  barrel  from  Olean  to  Rochester 
and  10  cents  a  barrel  from  Olean  to  Buffalo  have  been  changed  to  an 
open  rate  of  29  cents  a  barrel  to  Rochester  and  27  cents  a  barrel 
to  Buffalo  on  shipments  of  all  refined  oil  products;  and  the  practice  of 
blind- billing  of  oil  has  been  discontinued  by  the  Pennsylvania  Railroad. 

2.  The  low  tank-car  rates  made  by  the  Rutland  Railroad  from  Nor- 
wood to  Burlington,  Rutland,  and  Bellows  Falls,  Vt.,  have  been  made 
applicable  on  oil  in  barrels. 

3.  The  cancellation  of  the  secret  rate  from  Whiting  to  Grand  Junc- 
tion will  reduce  by  about  three-fourths  the  Standard's  advantage  over 
c*ompeting  refiners  at  Toledo,  Cleveland,  and  vicinity  on  shipments  into 
a  large  part  of  the  South.  Instead  of  14  or  15  cents  the  differential 
against  them  is  now  3  or  4  cents  per  hundred  pounds,  while  the  disad- 
vantage of  competing  refiners  of  western  Pennsylvania  has  been  cor- 
respondingly reduced. 

4.  The  cancellation  of  the  secret  rate  from  Whiting  to  Evansville 
will  reduce  the  Standard's  advantage  over  competing  refiners  at  Toledo 
on  shipments  into  many  other  parts  of  the  South  from  about  6i  viewt& 
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to  3i  cents  per  hundred  pounds.  The  advantage  which  the  Standard 
has  enjoyed  over  competitors  in  Cleveland,  Pittsburg,  and  other  inde- 
pendent refining  points  has  been  correspondingly  reduced. 

5.  The  cancellation  of  the  secret  rates  from  Whiting  to  East  St. 
Louis  and  the  substitution  of  the  rate  of  10  cents  will  reduce  the 
Standard's  advantage  from  11  cents  to  7  cents  per  hundred  pounds, 
with  a  corresponding  reduction  of  its  advantage  over  more  easterly 
refining  points. 

6.  The  railroads  have  advanced  their  published  rates  from  Whiting 
into  northern  Indiana  and  Michigan  by  about  2  or  3  cents  per  hundred 
pounds,  and  have  put  the  rates  practically  on  an  equality,  distance  con- 
sidered, with  those  from  Toledo  and  more  easterly  points. 

7.  The  New  York,  New  Haven  and  Hartford  Kailroad  has  resumed 
the  practice  of  prorating  on  oil,  thereby  reducing  the  average  freight 
charge  to  independent  refiners  of  western  Pennsylvania  and  Ohio  on 
shipments  into  a  large  part  of  Connecticut,  Rhode  Island,  and  Massa- 
chusetts, by  about  8  cents  per  100  pounds.  This  will  materiall}' 
increase  their  opportunity  for  competition  with  the  Standard  Oil  Com- 
pany in  that  territory.  The  Interstate  Commerce  Commission  recently 
denounced  the  former  practice  and  recommended  a  change. 

8.  A  large  number  of  the  secret  rates  of  California  railroads  have 
been  published  as  open  rates.  While  under  the  contract  system  of 
selling  fuel  oil  generally  employed  in  that  region  the  concerns  for- 
merly enjoying  the  secret  rates  continue  to  benefit  from  them,  this 
revision  of  taritfs  obviously  operates  to  the  benefit  of  independent 
shippers  on  future  business.  A  number  of  discrepancies  in  open  rates 
on  the  Pacific  coast  have  also  been  adjusted. 

The  changes  above  described,  with  others  of  less  importance,  mean 
much  more  than  the  increase  of  freight  charges  to  the  Standard. 
They  show  in  striking  fashion  the  good  which  has  already  resulted 
from  this  investigation.  They  put  independents  upon  a  fairer  footing 
and  make  competition  possible  in  territories  heretofore  inaccessible. 

Nevertheless,  the  widespread  discriminations  in  open  rates  still  in 
force  leave  the  independents  at  serious  disadvantage.  The  investiga- 
tion has  only  incidentally  touched  State  shipments  from  distributing 
centers,  particularly  in  less  than  carloads.  The  few  instances  examined 
suggest  the  probability  of  discriminations  on  such  shipments  which, 
taken  in  connection  with  through  traflSc,  may  result  in  discriminations 
on  interstate  business. 

I  have  cited  these  particular  instances  to  show  the  various  methods 
by  which  discriminations  are  obtained,  and  to  call  particular  attention 
to  methods  which,  if  legal,  are  mere  de\'ices  to  obtain  exactly  the 
same  result  as  would  be  obtained  by  rebates  paid  on  interstate  busi- 
ness. Any  freight  discrimination,  whether  it  be  State  or  interstate, 
tends  to  ^ive  control  of  markets  to  the  preferred  shipper,  and  makes 
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monopoh'  possible.  If  existing  law  merely  prohibits  a  special  device 
for  obtaining  discrimination,  and  permits  the  same  result  to  be  accom- 
plished in  a  different  way,  then  the  legislation  is  to  that  extent  a  sham. 

This  investigation  has  shown  very  clearly  one  glaring  defect  in  the 
interstate  commerce  law,  viz,  the  method  of  tiling  and  publishing 
tariffs.  Although  a  tariff  or  a  rate  has  been  filed  with  the  Commission 
in  compliance  with  the  terms  of  the  law,  none  but  the  favored  shipper 
may  know  of  its  existence.  Tariffs  may  be  made  and  rates  may  be 
combined  in  such  manner  as  to  make  it  practically  impossible  for  the 
ordinary  shipper  to  find  them.  As  long  as  the  State  rates  are  not 
required  to  be  made  public,  and  shippers  use  such  rates  in  combination 
with  interstate  rates,  all  manner  of  devices  to  evade  the  purpose  of 
the  law  are  possible.  All  State  rates  used  in  connection  with  inter- 
state shipments  should  be  tiled  with  the  Interstate  Commerce  (>)mmis- 
sion,  and  a  radical  change  should  be  made  in  the  direction  of  simplify- 
ing tariffs  and  in  methods  of  posting  and  filing  them. 
Ver}'  respectfully, 

James  Rudolph  Garfield, 

Commissi nier  of  Ofiy (/rations. 

The  President. 

S.  Doc.  428,  59-1 2 


REPORT  OF  THE  COMMISSIONER  OF  CORPORATIONS  ON  THE 
TRANSPORTATION  OF  PETROLEUM. 


SUMMARY. 


The  investigation  of  petroleum  transportation  b}^  the  Bureau  of 
Corporations  has  been  mainly  based  upon  the  tariffs  and  records  of 
the  railway  companies  themselves.  It  has  covered  a  large  member 
of  the  leading  railroad  systems  throughout  the  United  States.  The 
inquiry  was  not  confined  to  the  business  of  any  one  shipper,  but  cov- 
ered shipments  for  selected  periods  over  most  of  the  railroads  leading 
out  from  the  important  refining  points  of  the  country.  The  aim  has 
been  to  investigate  not  the  business  of  a  single  shipper,  but  that  of 
all  shippers,  with  a  view  to  discovering  whether  discriminations 
existed  in  favor  of  an}'. 

The  general  result  of  the  investigation  has  been  to  disclose  the 
existence  of  numerous  and  flagrant  discriminations  by  the  railroads  in 
behalf  of  the  Standard  Oil  Company  and  its  aflSliated  corporation^ 
With  comparatively  few  exceptions,  mainly  of  other  large  concerns  in 
Califoruia,  the  Standard  has  been  the  sole  beneficiary  of  such  discrim- 
inations. In  almost  every  :^i£i:tiou  of  the  country  that  company  has 
been  found  to  enjo}'  some  unfair  advantages  over  its  competitors, 
and  some  of  these  discriminations  affect  enormous  areas.\ 

Not  only  has  this  resulted  in  great  direct  pecuniary  advantage  in 
transportation  cost  to  the  Standard,  but  it  has  had  the  far  more 
important  effect  of  giving  that  company  practically  unassailable 
monopolistic  control  of  the  oil  market  throughout  large  sections  of 

Discriminations  in  the  transportation  of  oil  embrace  a  variety  of 
forms,  the  more  important  of  which  may  be  classed  under  the  follow- 
ing heads: 

1.  Secret  and  semisecret  rates. 

2.  Discriminations  in  the  open  arrangement  of  rates. 

3.  Discriminations  in  classification  and  rules  of  shipment. 

4.  Discriminations  in  treatment  of  private  tank  cars. 
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SECBET  AND  SEMISECBET  BATES. 


ar 
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Many  of  the  discriminations  in  behalf  of  the  Standard  Oil  Company 
are  brought  about  by  secret  or  semisecret  rates.  * 

It  should  be  noted  at  the  outset  that  the  "'rebate"  is  merely  one  of 
the  means  of  departing  from  an  open  tariff  rate  and  giving  the  favored 
'shipper  the  advantage  of  a  secret  rate.  The  discrimination  is  really 
in  the  rate  itself,  and  whether  it  is  applied  by  rebate  or  otherwise  is  a 
matter  of  form  only.  The  rebate,  in  the  strict  sense,  is  the  repayment 
of  part  of  the  freight  charges  which  have  l:)een  previously  collected 
)  from  the  shipper.  The  Standard  Oil  Company  has  repeatedly  asserted 
that  smce  the  passage  of  the  interstate-commerce  act  in  1887  it  has 
received  noj::el)ate.  With  one  or  two  exceptions  the  investigations 
.  of  the  Bureau  have  as  yet  discovered  no  rebates  in  this  technical  sense 
on  interstate  business,  although  on  shipments  wholly  within  the  State 
of  California  the  Standard,  and  also  several  other  large  concerns,  have 
received  direct  rebates  of  considerable  amount.  But  discriminations 
full}^  as  effective  have  been  made  in  behalf  of  the  Standard  by  means 
of  secret  rates  concealed  through  other  methods  than  the  rebate. 

So  far  as  discovered  by  the  Bureau  of  Corporations,  the  secret  rates 
enjoyed  by  the  Standard,  except  in  California,  have  almost  all  been 
made  from  points  where  that  company  is  the  only  shipper.  The  secret 
rate  in  such  a  case,  however,  is  just  as  discriminatory  and  just  as 
injurious  to  the  interests  of  competitors  as  if  they  were  charged 
higher  rates  for  the  same  hauls.  This  secrecy  leaves  the  independent 
retiner  in  the  dark  as  to  the  most  important  factor  affecting  competi- 
tion in  common  markets.  It  prevents  him  from  applying  to  the  rail- 
roads or  to  the  public  authorities  for  relief. 

To  consummate  the  unfairness  it  is  obviously  not  necessary  that  the 
independent  should  actually  ship  at  the  higher  rate  while  the  Standard 
ships  at  the  lower.  The  evil  is  accomplished  even  more  effectually  if 
the  existence  of  the  lower  rate  allows  the  Standard  to  get  to  a  com- 
mqn  jmarket  while  the  rate  quoted  to  the  independent  is  so  high  that 
he  is  absolutely  prevented  from  shipping  there.  When  under  such 
conditions  it  appears  that  the  independent  does  not  ship  at  all  to  a 
market  that  should  be  common,  and  that  the  Standard  is  the  only 
concern  that  does,  this  means  that  the  evil  intended  by  the  discrim- 
ination has  been  most  perfectly  accomplished. 

The  secret  rates  already  discovered  by  the  Bureau  of  Corporations 
represent  a  direct  saving  to  the  Standard  of  many  hundreds  of 
thousands  of  dollars  annually.  The  unreasonable  advantage  of  the 
Standard  over  its  competitors  from  these  secret  rates  amounts  in 
large  sections  of  the  country  to  from  4  to  20  cents  per  hundred 
pounds,  or  from  one-fourth  to  li  cents  per  gallon.  Oil  is  a  cheap 
cowinodity,    which   costs   comparatively  little    aside   from   the   raw 
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material.  A  profit  of  one-half  cent  per  gallon  on  refined  oil,  together 
with  corre^poadTng  protits  oriTHe  other  products  of  petroleum,  is  a 
fair  returfi  to  the  capital  invested  in  a  refinery.  The  Standard  has 
therefore  been  able  by  reason  of  its  discriminating  freight  rates  to 
sell  oil,  when  necessarj^  to  mecst  competition,  at  prices  which  were 
profitable  to  itself,  but  which  left  no  profit  to  a  competitor.  Having 
thus  destroyed  competition  in  large  sections  of  the  country,  the  Stand- 
ard there  charges  prices  several  cents  above  the  cost  of  manufacture. 
Railway  discriminations,  in  connection  with  price  cutting,  have  thus 
enabled  the  Standard  to  obtain  monopoly  profits  of  enormous  amount. 

There  are  several  devices  by  which  these  secret  or  semisecret  rates^ 
have  l)een  established.  ^-^^^"^ 

SECRET  STATE    RATES.        <;^       "  ^ 

Many  of  the  secret  rates  discovered  by  the  Bureau  of  Corporation  q 
have  applied  onl}^  on  shipments  of  oil  wholly  within  single  States. 
The  Standard  Oil  Company,  which  controls  refineries  in  12  States,  is 
obviously  in  a  position  to  make  extensive  use  of  such  intrastate  rates, 
or,  as  they  are  ordinarily  designated.  State  rates.  The  Federal  law 
does  not  require  the  publication  of  State  rates  as  such,  and  in  actual 
practice  railroads  employ  great  numbers  of  such  rates  which  they 
file  neither  with  the  Interstate  Commerce  Commission  nor  with  any 
State  authority,  and  which  they  do  not  post  in  their  stations  or  other- 
wise publish. 

The  Standard  Oil  (>)mpany  has  received  the  advantage  of  low  secret 
State  rates  from  several  railroads  on  a  very  large  volume  of  business. 
While  such  State  rates  may  not  have  been  a  condition  for  securing 
interstate  business,  yet  it  is  obvious  that  very  low  State  rates  given 
by  a  railroad,  whether  as  a  consideration  for  interstate  shipments  or 
not»  will  have  practically  the  same  effect  as  a  rebate  on  interstate 
business  of  the  same  shipper. 

USE  OF  SECRET  STATE   RATES  OX    IN'TEKSTATK   SHIPMENTS. 

Such  secret  State  rates  have  been  likewise  very  extensively  used  i 
directly  in  connection  with  business  which  was  actually  interstate.  / 
Secret  State  rates  have  been  combined  with  interstate  rates,  more  or  less 
open  in  character,  to  give  a  total  rate  nmch  less  than  the  through  pub- 
lished i*ate  from  the  initial  point  of  shipment  to  the  final  destination. 
The  volume  of  oil  shipped  by  the  Standard  Oil  Company  on  such  rate 
combinations  has  been  exceedingly  great.  The  original  billing  of  the 
oil  under  the  secret  State  rates  has,  in  many  cases,  shown  on  it*<  face 
that  the  freight  was  destined  to  a  point  in  another  State. 

It  is  frequently  claimed  that  a  shipper  is  entitled  to  the  lowest  com- 
bination of  open  rates  between  two  points,  even  l\\ougVi  iWse^  voc^X^'*^ 
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than  a  published  through  rate  between  the  same  points.  This  may  be 
proper  so  long  as  the  separate  local  rates  are  genuinely  published  and 
readily  ascertainable  by  any  shipper.  Such  a  situation,  however,  usu- 
ally occurs,  and  should,  save  perhaps  in  a  few  exceptional  cases,  occur 
only  by  oversight  on  the  part  of  the  railroad,  and  should  ordinarily 
be  remedied,  when  discovered,  by  the  publication  of  through  rates  no 
greater  than  the  sum  of  the  local  rates. 

This,  however,  is  very  different  from  the  use  of  secret  State  rates 
in  such  combinations.  # 

The  employment  of  a  secret  State  rate  in  connection  with  interstate 
tariffs,  even  though  the  latter  are  published,  obviously  affords  a  device 
by  which  the  sections  of  the  interstate-commerce  act  requiring  publicity 
can  be  completely  nullified.  Under  such  a  device  a  shipment  might 
move  from  Maine  to  California,  covering  almost  the  entire  distance  on 
secret  State  rates,  merely  taking  published  rates  on  short  hauls  across 
State  boundaries.  There  would  thus  be  no  limit  to  the  possibilities  of 
departure  from  published  through  rates. 

SECRET   INTERSTATE   RATES   NOT   FILED. 

There  are  still  other  cases  in  ^/hich  interstate  shipments  of  oil  have 
been  made  on  a  single  through  rate  which  was  not  published  or  filed 
with  the  Interstate  Commerce  Commission. 

The  most  important  instance  discovered  by  the  Bureau  of  Corpora- 
tions is  that  of  shipments  from  the  Standards  great  refinery  at  Whiting, 
Ind.,  to  points  in  Illinois,  especially  East  §t.  Louis.  Whiting  is  only 
2  miles  from  the  Illinois  State  line  and  in  within  the  Chicago  switch- 
ing limits;  that  is,  the  railroads  ordinarily  apply  Chicago  rates  from 
W^hiting.  Several  of  the  railroads  have  ignored  the  State  line  and 
have  treated  shipments  of  oil  from  Whiting  to  points  in  Illinois  as  State 
tmffic.  Some  of  these  State  rates  have  been  public,  but  others  have 
been  secret,  and  some  of  the  latter  have  been  used  in  the  face  of  higher 
rates  tiled  with  the  Interstate  Commerce  Commission.  Moreover,  the 
secret  rates  thus  made  from  Whiting  to  East  St.  Louis,  111.,  have  been 
used  on  enormous  shipments  of  oil  destined  to  many  points  in  the  South- 
west. It  has  been  contended  that  the  Commission  was  informed  as  to 
the  rates  from  Whiting  to  East  St.  Louis  by  reason  of  the  fact  that 
during  recent  years  notices  or  "application  sheets"  have  been  filed 
with  the  Commission,  stating  that  Chicago  rates. would  apply  from 
Whiting.  But  as  the  Chicago  rates  actually  used  were  not  stated  in  this 
application  sheet,  nor  elsewhere  published  or  Hied  with  the  Commis- 
sion, it  is  clear  that  this  notice  conveyed  no  information  to  anyone. 
Moreover,  formerly  not  even  this  formality  of  filing  an  application 
sheet  was  indulged  in. 
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VIRTUAL  SECRECY   OF   FILED   RATES. 

There  is  a  further  important  class  of  cases  where  i*ates,  though  tech- 
nically filed  in  compliance  with  the  law,  nevertheless  are  not  made 
effectively  public,  and  can  not  be  ascertained  by  shippers  with  the 
exercise  of  reasonable  diligence. 

There  are  two  principal  sources  of  information  for  the  ordinary 

shipper:  First,  inquiry  at  the  offices  of  the  railroad  company,  together 

with  inspection  of  tariff  sheets,  which  are  supposed  to  be  posted  at 

the  railway  stations,  and  second,  the  files  of  the  Interstate  Commerce 

Commission. 

The  local  freight  agent  can  not  be  expected  to  have  knowledge  of 
all  possible  combinations  of  rates,  and  may  be  honestly  ignorant  in  the 
given  case;  or  it  may  be  the  willful  intent  of  the  railroad  company  to 
withhold  information,  an  intent  which  has  sometimes  been  disclosed 
in  the  investigation  of  the  Bureau  of  Corporations.  As  to  the  post- 
ing of  rates  in  stations,  though  required  by  law,  the  requirement  is 
often  violated,  and,  perhaps,  can  not  be  fully  complied  with  by  the 
railroads  under  the  present  system  of  issuing  tariffs. 

The  law  also  requires  that  interstate  tariffs  be  filed  with  the  Inter- 
state Commerce  Commission,  but  the  mass  of  tariffs  filed  by  the  rail- 
ways with  that  Commission  presents  a  problem  so  great  as  to  be  nec- 
essarily insoluble  by  the  ordinary  shipper.  Railway  tariffs  as  now  filed 
are  extremely  and  unnecessarily  numerous  and  complex,  and  are  con- 
stantly being  further  complicated  by  the  filing  of  amendments,  cancel- 
lations, and  reissues,  or  absolutely  conflicting  and  inconsistent  issues. 
The  tariffs  tiled  run  into  the  hundreds  of  thousands  annually,  and  cover 
a  vast  number  of  stations.  It  is  impossible  for  the  ordinary  shipper 
to  rely  upon  this  source  of  information,  except  as  to  certain  of  the 
more  general  and  well-defined  rates. 

The  natural  difficulties  of  the  statutory  sources  of  information  are 
further  greatly  increased  by  what  seems  to  be  deliberate  action  on  the 
part  of  railroads.  Tariffs  are  made  to  read  in  some  cases  from  unex- 
pected and  improbable  points,  naming  rates  which  conflict  with 
those  conspicuously  named  from  the  neighboring  points  as  to  which 
inquiry  would  ordinarily  be  made.  In  other  cases  unexpected  and 
improbable  combinations  of  local  rates  are  made  which  are  lower  than 
the  conspicuously  published  through  rates  from  the  point  of  origin  to 
the  iK)int  of  final  destination.  Circuitous  and  unusual  routes  are 
selected  in  some  cases  in  order  to  make  up  these  combinations.  The 
concealment  is  made  the  more  effective  by  the  fact  that  the  railroads 
have  frequently  published  and  republished  the  higher  rates  by  the 
routes  which  would  be  expected,  while  they  have  continued  to  use  the 
lower  rates  by  the  improbable  routes. 
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Thus,  the  Chicago  and  Eastern  Illinois  Railroad  has  tiled  certain  tariffs 
on  oil  from  Dolton,  111. — an  unfamiliar  junction  point  near  Chicago 
(but  the  connecting  point  for  all  shipments  of  the  Standard  from 
Whiting  over  the  Chicago  and  Eastern  Illinois) — which  have  conflicted 
with  the  rates  conspicuously  published,  both  before  and  after  this, 
from  Chicago  itself.  The  agent  of  the  railroad  at  Chicago  would  not 
necessarily  know  that  lower  rates  could  be  made  from  Dolton,  nor 
would  the  ordinary  shipper  expect  it.  Shippei's  inquiring  from  this 
railroad  for  rates  from  Chicago  have  in  some  cases  not  been  notified 
of  the  rates  from  Dolton.  Again,  tariffs  have  been  published  from 
Chicago  to  Springtield,  Mo.,  which,  in  combination  with  duly  filed 
tariffs  reading  out  from  Springtield,  made  the  through  rates  to  points 
in  Indian  Territoi\v  very  much  lower  than  through  rates  from  Chicago 
to  these  points  conspicuously  published  both  before  and  after  the 
lower  rates  were  published.  The  agent  at  Chicago  or  at  St.  Louis 
would  have  no  reason  to  know  that  such  a  combination  of  rates  by  way 
of  Springfield  could  be  made,  and  the  shipper  would  have  still  less 
reason  to  look  for  it. 

These  methods  of  handling  and  tiling  interstate  tariffs  become  the 
more  effectivel}^  secret  when  the  interstate  rates  are  used  in  combina- 
tion with  -secret  State  rates,  as  already  described,  to  make  the  total 
charge  less  than  a  conspicuously  published  through  rate  or  combina- 
nation  of  rates.  For  instance,  the  Missouri  Pacific  and  Southern 
Pacific  railroads,  in  conjunction  with  other  lines,  have  repeatedly 
issued  tariffs  reading  from  St.  Louis,  Mo.,  to  various  points  in  south- 
ern Louisiana.  Prior  to  the  issue  of  some  of  these  through  tariffs,  and 
continuing  throughout  the  time  of  their  existence,  the  Missouri  Pacific 
has  filed  an  inconspicuous  mimeograph  tariff  reading  from  St.  Louis  to 
Alexandria,  La.,  while  the  Southern  Pacific  has  named  rates  out  from 
Alexandria  to  precisely  and  only  the  points  included  in  the  published 
through  tariff  mentioned,  these  points  being  the  leading  tank  stations 
of  the  Standard  Oil  Company  in  this  territory.  These  rates  from 
Alexandria  were  State  rates  not  filed  with  the  Interstate  Commerce 
Commission.  The  combination  of  rates  to  these  points  by  way  of 
Alexandria  was  about  one-fourth  less  than  the  published  through  rates. 
The  agent  at  St.  Louis  could  not  be  expected  to  know  the  total  mtes 
under  this  combination,  and  the  ordinary  shipper  would  certainly  not 
look  for  the  combination,  as  the  through  rates  were  in  a  tariff*  familiar 
to  every  bod}'. 

One  of  the  most  strikiiig  secret  discriminations  discovered  by  the 
Bureau  of  Corporations  has  been  made  by  the  combination  of  one  of 
these  virtually  secret  interstate  rates  with  proportions  of  published 
through  rates  from  another  point  to  the  places  of  final  destination, 
which  proportions  are,  according  to  ordinary  railroad  pmctice,  abso- 
lutely  secret. 
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The  only  published  combination  of  rates  from  Whiting  to  most  points 
in  the  South  is  made  up  of  a  published  rate  of  11  cents  per  hundred 
pounds  to  the  Ohio  River  plus  published  rates  of  varying  amounts  from 
the  Ohio  River  to  destination.  This  combination  is  a  long  established 
one,  well  known  to  all  shippers.  Instead  of  transporting  oil  on  these 
published  combinations  and  by  direct  routes,  the  Standard  Oil  Com- 
pmny  has  shipped  it  first  to  Grand  Junction,  Tenn.,and  thence  to  final 
destination,  by  a  route  in  many  cases  very  unnecessarily  circuitous. 
The  rate  to  Grand  Junction,  which  was  filed  with  the  Interstate  Com- 
merce Commission,  read  from  Dolton,  111.,  and  was  13  cents  per  hun- 
dred pounds.  The  Southern  Railway  beyond  Grand  Junction  charged 
merely  its  secret  proportions  of  the  published  rates  from  the  Ohio 
River.  By  adding  this  13-cent  rate  to  these  secret  proportions,  through 
rates  were  made  about  one-fourth  lower  than  the  published  combina- 
tion by  way  of  the  Ohio  River.  The  secrecy  of  this  combination  is 
evidenced  by  the  fact  that  the  very  railroad  which  made  this  rate — the 
Chicago  and  Eastern  Illinois — reported  to  the  Bureau  of  Corporations 
much  higher  rates  from  Whiting  to  points  of  final  destination  than 
those  which  were  actually  being  made  by  way  of  Grand  Junction. 
Both  Dolton  and  Gmnd  Junction  are  obscure  points,  which  no  ordi- 
nary shipper  would  think  of  considering  in  ascertaining  rates  for  the 
South. 

BLIND   BILLING    AND   FALSE    BILLING. 

For  the  purpose  of  more  effectively  concealing  the  secret  rates  given 
to  the  Standard  Oil  Company,  railroads  in  seveml  important  cases 
have  used  peculiar  methods  of  billing  and  accounting. 

In  some  cases  oil  has  been  ^' blind  billed,"  that  is  to  say,  the  way- 
bills have  been  made  out  showing  the  kind  of  product  transported, 
and  its  weight,  but  without  showing,  as  is  the  usual  custom,  any 
freight  rate  or  the  amount  of  the  freight  charges.  In  such  instances 
the  collection  of  freight  is  ordinarily  made,  not  by  the  k)cal  agent  of 
the  railroad  but  through  the  central  office,  by  the  presentation  to  the 
Standard  of  a  summary  bill  showing  the  amount  of  freight  charges  at 
the  secret  rate.  Local  agents  often  do  not  know  what  the  actual  rates 
used  on  blind  bills  are.  Although  one  railroad  blind-bills  oil  where 
there  is  apparently  no  desire  to  conceal  the  rates,  the  circumstances 
under  which  the  practice  is  followed  by  other  railroads  are  such  as 
clearly  to  indicate  the  purpose  of  secrecy. 

In  at  least  three  important  cases,  other  than  those  involving  direct 
rebates,  oil  shipped  by  the  Standard  Oil  Compaiu'  has  been  falsely 
waybilled  at  a  published  tariff  rate,  while  the  freight  charges  actually 
collected  have  been  at  a  lower  secret  rate.  In  these  aises,  also,  the 
collection  has  been  made  through   the  general  office  of  the  railroft.d 
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company.     This  practice  is  evidently  designed  to  conceal  the  actual 
rate,  and  is  quite  as  effective  for  that  purpose  as  a  rebate. 

In  other  instances  the  oil  has  been  handled  in  the  same  manner  as 
other  shipments  are  ordinarily  handled,  the  secret  rate  being  used 
directly,  instead  of  a  published  rate,  in  the  waybills  and  records  of  the 
railroads,  and  the  collection  of  charges  being  made  in  the  ordinary 
manner  through  the  local  freight  agent.  Where  this  method  is  pur- 
sued there  is,  of  course,  danger  that  the  knowledge  of  the  rate  may 
leak  out,  but  it  by  no  means  follows  that  rates  handled  in  this  manner 
are  open  rates  and  ascertainable  by  shippers  generally. 

INADEQUACY  OF    PRESENT    REQUIREMENTS    IN    SECURING    PUBLICITY   OF 

RATES.  * 

The  methods  and  particular  instances  given  above  are  those  discov- 
ered by  the  Bureau  of  Corporations  relating  to  the  shipment  of  oil 
over  a  considerable  number  of  important  railroads,  but  the  principles 
are  perfectly  applicable  to  other  forms  of  traffic  and  may  easily  exist 
now  or  be  hereafter  applied  to  any  extent  on  freight  traffic  generall3^ 

It  is  perfectly  clear,  therefore,  that  the  statutory  publicity  of  rates 
now  required  is  wholly  ineffective  and  is  constantly  evaded,  that  radical 
reform  is  necessary,  and  that  a  method  must  be  devised  to  afford 
the  ordinary  shipper  a  complete,  accurate,  and  easily  available  source 
of  information  as  to  all  rates,  both  from  his  own  shipping  point  and 
from  those  of  his  competitors,  if  any  limit  is  to  be  put  to  the  possi- 
bilities of  rate  discrimination. 

It  must  be  remembered  that  the  Standard  Oil  Company  maintains  a 
large  and  highly  paid  force  of  traffic  experts  whose  business  it  is  to 
examine  and  become  familiar  with  every  possible  combination  of  rates 
on  oil  which  may  be  of  use  to  the  Standard.  This  the  smaller  inde- 
pendent shipper  is  unable  to  do  on  account  of  the  expense. 

Furthermore,  there  is  no  escape  from  the  conclusion,  based  both  on 
specific  evidence  and  upon  the  general  character  of  these  secret  rate 
adjustments,  that  the  Standard  not  only  uses  but  largely  initiates  and 
secures  these  traffic  discriminations  so  advantageous  to  itself  and  so 
baffling  to  its  competitors,  and  that  the  Standard  is  often  responsible 
for  the  use  of  these  secret  methods  which  inure  to  its  exclusive  benefit. 

LEADING  INSTANCES  OF  SECRET  DISCRIMINATIONS. 

THE   SECRET   GLEAN    RATES. 

To  Rochester^ — A  mte  of  9  cents  per  barrel  on  petroleum  and  its 
products  in  tank  cars  was  for  years  made  over  the  Pennsylvania  Riiilroad 
from  Olean,  N.  Y.,  to  Rochester,  N.  Y.  This  is  equivalent  to  about  2.8 
cents  per  hundred  pounds.  The  onl}-  shipper  of  oil  from  Olean  is  the 
Vacuum  Oil  Company,  a  subsidiary  concern  of  the  Standard  Oil  Com- 
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pany.  There  was  no  published  rate  from  Olean  to  Rochester  over  the 
Pennsylvania,  but  the  Erie  Railroad  published  a  rate  of  lOi  cents  per 
hundred  pounds.  This  is  equivalent  to  33.6  cents  per  barrel,  or  nearly 
four  times  the  secret  rate  of  the  Pennsylvania.  Rates  into  Rochester 
from  independent  western  Pennsylvania  refining  points,  in  the  same 
general  oil  field,  and  not  very  much  more  distant  than  Olean,  range 
from  about  38  cents  to  46  cents  a  barrel.  As  a  result  practically  no 
independent  oil  has  been  shipped  into  Rochester.  The  shipments  of 
the  Vacuum  Oil  Company,  on  the  other  hand,  have  been  very  heavy, 
amounting  in  1904  to  nearly  470,000  barrels.  The  direct  saving  to 
the  Standard  by  reason  of  this  secret  rate,  as  compared  with  the  i-ate 
of  lOi  cents  per  hundred  of  the  Erie  Railroad,  was  over  $115,000  in 
that  year.  Oil  shipped  at  this  rate  was  "  blind  billed."  The  authority 
for  these  rates  was  a  rate  order  conspicuously  labeled  ^'Not  to  be 
posted."  It  was  not  filed  with  the  Interstate  Commerce  Commission 
and  was  unknown  to  independent  simpers. 

To  Burliiigtoix, — A  large  quantity  of  oil  was  shipped  from  Olean 
to  Rochester  at  the  secret  rate  of  9  cents  per  barrel  destined  for 
points  beyond.  Much  of  northern  New  York  was  supplied  in  this 
manner,  in  connection  with  State  rates  of  the  New  York  Central. 
This  rate  to  Rochester  was  also  applied  to  considerable  shipments 
destined  to  Vermont  points.  It  was  used  in  connection  with  a  dis- 
criminatory State  rate  of  9  cents  per  hundred  pounds  from  Rochester 
to  Norwood,  N.  Y.,  over  the  New  York  Central,  and  in  connection  with 
extremely  low  tank-car  rates  of  the  Rutland  Railroad  and  of  the  Cen- 
tral Vermont  from  Norwood  to  Burlington,  Rutland,  and  Bellows  Falls, 
Vt.  The  rate  of  the  Rutland  from  Norwood  to  Burlington  was  $23 
per  tank  car,  regardless  of  weight.  The  average  weight  of  tank  cars 
shipped  to  Burlington  in  the  year  1904  was  64,900  pounds.  This 
tank-car  rate  was,  therefore,  equivalent  to  3.54  cents  per  hundred 
pounds,  a  rate  in  itself  extraordinarily  low  for  this  haul  of  134  miles, 
and  particularly  so  in  comparison  with  other  oil  rates  in  that  territory. 
The  tariff  rate  of  the  Rutland  Railroad  on  refined  oil  in  barrels  from 
Norwood  into  Burlington  was  33  cents  per  hundred  pounds,  or  nearly 
ten  times  as  high.  Even  had  independent  refiners  known  of  these  low 
tank-car  rates  on  refined  oil,  there  would  still  have  been  discrimination 
in  favor  of  the  Standard  Oil  Company,  since  independent  refiners  ship 
into  this  territory  chiefly  in  barrels,  and  in  order  to  take  advantage  of 
the  low  rates  would  have  had  to  go  to  the  expense  of  erecting  tank 
stations. 

The  rate  of  $23  per  tank  car  was  filed  with  the  Interstate  Commerce 
Commission,  but  it  was  to  all  intents  and  purposes  a  secret  rate.  Inde- 
pendent refiners  of  western  Pennsylvania,  who  requested  rates  into 
Burlington  from  roads  connecting  with  the  Rutland  by  way  of  Nor- 
wood, were  not  advised  ot  this  rate. 
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The  total  charge  of  the  Standard  from  Olean  into  Burlington,  there- 
fore, was  15.34  cents,  consisting  of  the  rate  of  2.8  cents  per  hundred 
(9  cents  per  barrel)  from  Olean  to  Rochester,  the  i-ate  of  9  cents  per 
hundred  from  Rochester  to  Norwood,  and  of  3.54  cents  per  hundred 
from  Norwood  to  Burlington.  The  lowest  through  rate  from  western 
Pennsylvania  points  into  Burlington  to-day  is  33  cents  per  hundred 
pounds,  and  for  some  time  prior  to  July,  1904,  it  was  38  cents  per  hun- 
dred pounds. 

To  Rutland, — The  tank-car  rate  of  the  Rutland  Railroad  from  Nor- 
wood to  Rutland  in  1904  was  $28  per  car,  which  amounted  to  4.22 
cents  per  hundred  pounds  on  the  basis  of  the  average  weight  of  cars 
shipped,  thus  making  a  through  combination  from  Olean  to  Rutland  of 
practically  16  cents  per  hundred  pounds.  The  regular  through  rate 
from  western  Pennsylvania  points  to  Rutland  was  23i  cents. 

The  Standard  Oil  Company,  in  1904,  shipped  more  than  200  cars  of 
oil  into  these  Vermont  points  via  the  Norwood  route;  about  75  per 
cent  of  this  business  was  for  Burlington.  The  original  waybills  made 
out  by  the  Pennsylvania  Railroad  on  these  Vermont  shipments  showed 
clearly  on  their  face  not  only  the  final  destination  but  also  the  route, 
indicating  beyond  question  that  they  were  known  to  be  interstate 
shipments. 

The  low  rates  allowed  from  Norwood  on  refined  oil  in  tank  cars 
were  also  applied  to  carloads  of  lubricating  oil  in  barrels.  This  was 
a  further  discrimination  in  favor  of  the  Standard  Oil  Company,  which 
often  ships  large  amounts  of  lubricating  oil  in  wood.  On  the  other 
hand,  the  average  independent  refiner,  with  his  small  business,  would 
seldom  have  occasion  to  ship  a  full  carload  of  lubricating  oil  into 
Vermont  territorv.  In  November,  1905,  after  the  Rutland  Railroad 
knew  that  the  Bureau  of  Corporations  was  informed  of  these  rates  on  tank 
cars,  it  filed  a  tariff  applying  the  vsame  rates  to  carloads  of  retined  oil 
in  barrels,  but  there  is  no  reason  to  believe  that  independent  refiners 
knew  of  this  new  tariff,  so  that  the  advantage  of  the  Standard  Oil 
Company  was  continued. 

This  is  an  instance  of  discrimination  in  favor  of  the  Standard  Oil 
Company  effected  by  the  use  of  an  absolutely  secret  State  rate  in  con- 
nection with  an  interstate  rate  which,  though  tiled  with  the  Interstate 
Commerce  Commission,  was  virtually  secret,  which  was  denied  to 
independent  shippers  asking  for  rates  into  Burlington,  and  which,  fur- 
thermore, applied  by  a  junction  point  from  which  no  independent 
shipper  would  natural l}^  ask  for  rates. 

These  low  tank-car  rates  of  the  Rutland  Railroad  were  participated 
in  by  the  Central  Vermont,  which  carried  the  oil  for  a  part  of  the  dis- 
tance. In  fact,  it  was  the  old  Central  Vermont  which  originally  issued 
these  rates,  the  Rutland  having  inherited  them  when  it  acquired  from 
the  Central  Vermont  the  properties  of  the  latter  extending  west  from 
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Rouses  Point.  Low  as  these  rates  were,  the  old  Central  Vermont 
'Railroad,  for  several  years  prior  to  1892,  had  a  still  lower  rate  of  only 
$12  per  tank  car  from  Norwood  into  Burlington. 

2o  Buffalo. — A  rate  of  10  cents  per  barrel  in  tank  cars  was  also 
made  by  the  Pennsylvania  Railroad  from  Olean  to  Buffalo.  The 
Vacuum  Oil  Company  was  the  only  beneficiar}'.  The  rate  from  all 
independent  refining  points  in  western  Pennsylvania  into  Buffalo  is  32 
cents  per  barrel.  In  other  words,  the  independent  refiners  were 
charged  more  than  three  times  the  rate  allowed  the  Standard.  This 
Buffalo  rate  was  of  the  same  secret  nature  as  that  into  Rochester,  and, 
like  it,  was  applied  by  means  of  blind  billing.  Over  55,000  barrels 
were  shipped  from  Olean  into  Buffalo  at  this  rate  in  1904. 

In  March,  1906,  verj^  shortly  after  the  Bureau  of  Corporations  had 
completed  its  investigation  of  the  Pennsylvania  Railroad's  records, 
that  company  amended  its  secret  tariffs  from  Olean  so  as  to  raise  the 
rate  on  finished  petroleum  products  from  Olean  to  Rochester  from  2.8 
cent8  to  9  cents  per  hundred  pounds,  and  from  Olean  to  Buffalo  from 
3.1  cents  per  hundred  (10  cents  per  barrel)  to  8.5  cents  per  hundred. 
This  change  reduced  greatly  the  unjust  advantage  of  Olean,  the  Stand-. 
ard's  shipping  point,  over  independent  refining  points  in  western  Penn- 
sylvania. However,  the  Pennsylvania  continues  to  apply  its  former 
low  rates  on  unfinished  products,  which  constitute  a  large  proportion 
of  the  total  movement  from  Olean,  so  that  an  important  discrimination 
still  exists.  The  Pennsylvania  has  discontinued  its  practice  of  blind 
billing  oil. 

SECRET   RATES  ON   LESS-THAN-CARLOAD   LOTS   IN   VERMONT. 

Although  the  Bureau  of  Corporations  did  not  make  anj-  extensive 
examination  of  rates  on  less-than-carload  lots,  it  found  an  extremely 
interesting  case  of  discrimination  on  such  shipments  on  the  Central 
Vermont  Railway.  This  company  made  secret  State  rates  from  Bur- 
lington to  a  large  number  of  Vermont  towns.  They  enabled  the  Stand- 
ard Oil  Company  to  distribute  from  that  point  at  a  further  important 
advantage  the  oil  which  it  had  shipped  from  Norwood  into  Burlington 
at  the  low  tank-car  rates  already  described. 

More  than  fifty  such  secret  rates  were  found.  The  oil  was  falsely 
billed  at  published  rates,  but  collection  was  made  through  the  central 
ofiice  at  the  lower  rates.  These  secret  rates  were  over  30  per  cent 
lower  than  the  tariff  rates. 

In  addition  the  Central  Vermont,  by  means  of  "special  rate  orders," 
allowed  the  Standard  flat  tank-car  rates  from  Burlington  to  other 
VeiTOont  points  which  were  decidedl}'  low.  These  rate  orders  showed 
on  their  face  that  they  were  issued  for  the  Standard  Oil  Company 
specifically. 
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Thus  every  carrier  taking  part  in  the  haul  from  the  refinery  at 
Olean  to  the  consuming  points  in  Vermont  made  a  discriminatory  rate' 
resulting  in  special  benefit  to  the  Standard. 

SECRET   GRAND  JUNCTION   RATE. 

The  secret  rate  combination  by  way  of  Grand  Junction,  Tenn.,  the 
method  of  which  has  al  ready  been  described,  was  of  very  great  advantage 
to  the  Standard  Oil  Company  for  many  years.  By  this  combination 
the  Standard  shipped  oil  into  a  large  part  of  Tennessee,  Mississippi, 
Alabama,  Georgia,  and  South  Carolina  at  an  average  of  one-fourth 
less  than  the  published  rate  combination  from  Whiting  and  approxi- 
mately one-third  less  than  the  rates  from  competing  refining  points  in 
Ohio  and  western  Pennsylvania  no  fai-ther  distant.  The  oil  shipped  on 
these  secret  rates  averaged  over  65,000,000  pounds  per  year.  The 
direct  saving  to  the  Standard  by  this  Grand  Junction  combination  was 
approximately  $70,000  per  year,  while  the  indirect  advantage  of 
enabling  it  to  establish  monopoly  conditions  in  the  South  was  of 
much  greater  importance  still. 

Correspondence  in  the  files  of  the  Chicago  and  Eastern  Illinois  Rail- 
road shows  clearly  not  only  that  the  traffic  officers  of  the  Standard  Oil 
Company  secured  the  establishment  of  this  low  rate,  but  that  tbey 
were  parties  to  the  device  used  to  conceal  it. 

The  13-cent  rate  from  Whiting  to  Grand  Junction,  which  was  the 
basis  of  this  discrimination,  was  canceled  in  December,  1905,  almost 
immediately  after  it  was  discovered  by  the  Bureau  of  Corporations. 

SECRET  EVANSVILLE    RATE. 

Oil  shipped  from  Whiting  on  the  Grand  Junction  rate  all  passed 
through  Evansville,  Ind.  Inasmuch,  however,  as  there  were  impor- 
tant points  in  the  South  which  could  not  be  reached  by  way  of  the 
Southern  Railway  through  Grand  Junction,  the  Standard  Oil  Company 
obtained  a  secret  rate  from  the  Chicago  and  Eastern  Illinois — the  same 
road  which  was  a  party  to  the  Grand  Junction  rate — from  Whiting  to 
Evansville,  which  was  used  in  connection  with  other  shipments  South. 
The  only  published  tariff  rate  on  oil  from  Whiting  to  Evansville  has 
for  years  been  11  cents  per  hundred  pounds.  The  actual  rate  paid  by 
the  Standard  was  8i  cents,  while  during  part  of  the  time  a  portion  of 
the  shipments  were  carried  at  6  cents.  The  tariffs  naming  these  low 
rates  were  never  filed  with  the  Interstate  Commerce  Commission.  The 
railroad  called  them  State  tariffs,  although  hundreds  of  waybills  on 
cars  of  oil  to  which  these  rates  were  applied  showed  on  their  face  des- 
tinations in  States  south  of  the  Ohio  River. 

In  order  more  effectively  to  conceal  these  discriminatory  rates,  the 
Chicago  and  Eastern  Illinois  falsely  billed  the  oil  at  the  published 
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rate  of  11  cents,  but  through  its  general  office  collected  the  freight  on 
the  basis  of  the  lower  rates. 

The  movement  of  oil  from  Whiting  to  Evansville  destined  to  points 
beyond  amounted  to  approximately  35,000,000  pounds  per  year.  The 
difference  between  the  published  freight  rate  and  the  actual  rates 
applied  on  the  shipments  of  thirty-three  and  one-half  months  was 
about  $30,000,  or  an  average  of  between  $10,000  and  $11,000  per  year. 
The  secret  8i-cent  rate  was  also  applied  on  the  less  important  ship- 
ments destined  to  Evansville  for  local  consumption. 

By  means  of  these  secret  rates  to  Evansville  the  Standard  Oil  Com- 
pany was  able  to  reach  most  of  the  territory  in  the  South  which  was 
not  covered  by  the  secret  Grand  Junction  combination,  at  a  cost  on 
the  average  of  about  6  cents  per  hundred  pounds  less  than  the  rates 
from  Toledo,  which  is  practically  the  same  distance  from  these  points 
of  destination.  The  Standard  enjoyed  an  even  greater  advantage  over 
competitive  refiners  still  farther  east.  To  the  remainder  of  the  south- 
em  territory  not  reached  by  the  Grand  Junction  and  Evansville  secret 
rate  combinations  the  open  rates  from  Whiting  and  from  Standard 
refining  points  on  the  eastern  seaboard  are  so  much  more  favorable 
than  the  rates  from  competing  refining  centers  as  to  give  control  of 
the  markets  without  the  need  of  secret  rates. 

The  secret  Evansville  rates  were  ciinceled  immediately  after  their 
discovery  by  the  Bureau  of  Corporations,  and  the  regular  tariff  rate 
of  11  cents  per  hundred  pounds  is  now  being  charged. 

SECRET   EAST  ST.    LOUIS   RATE. 

The  secret  rates  from  Whiting  to  East  St.  Louis,  111.,  which  have 
also  been  described  above,  were  quite  as  advantageous  to  the  Standard 
Oil  Company  as  the  Grand  Junction  rate.  The  onl}'^  duly  published 
rate  on  oil  between  these  points  was  the  fifth-class  rate  of  18  cents 
per  hundred  pounds.  The  rate  charged  to  the  Standard  practically 
from  the  opening  of  its  Whiting  refinery  in  1890  was  6  cents.  This 
rate  was  carried  by  the  Chicago,  Burlington  and  Quincy,  the  Chicago 
and  Alton,  and  the  Chicago  and  Eastern  Illinois  railroads;  the  Illinois 
Central  and  Wabash  maintained  the  18-cent  rate  and,  needless  to  say, 
got  no  oil  shipments. 

The  shipments  of  the  Standard  to  East  St.  Louis  have  been  enor- 
mous, practically  the  entire  Southwest  having  been  supplied  from 
Whiting  through  this  gateway.  The  amount  of  oil  carried  on  the 
6-cent  rate  in  1904  was  more  than  204,000,000  pounds,  and  the 
difference  between  the  published  rate  and  the  actual  rate  charged 
amounted  to  $238,000.  The  refineries  of  northern  Ohio  and  western 
Pennsylvania  had  to  pay  from  17  to  24i  cents  per  hundred  pounds  to 
reach  East  St.  Louis,  or  from  11  to  18i  cents  more  than  the  Standard. 
Had  the  rates  on  oil  been  adjusted  on  the  same  relative  basis  as  those 
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on  most  Other  commodities,  the  difference  in  favor  of  Whiting  would 
have  been  only  from  5  to  10  cents.  By  virtue  of  this  great  discrimina- 
tion, combined  with  various  other  less  important  discriminations  in 
the  rates  beyond  East  St.  Louis,  the  Standard  Oil  Company  has  been 
able  to  establish  an  almost  complete  monopoly  throughout  the  South- 
west, and,  as  in  the  South,  it  has  there  charged  extortionate  prices. 
The  recent  establishment  of  independent  refineries  in  Texas  and  Kansas 
has  slightly  modified  this  situation. 

This  0-cent  rate  from  Whiting  to  East  St.  Louis  was  extraordinarily 
low  for  the  haul,  which  is  281  miles  by  the  shortest  route.  Out  of 
this  rate  the  railroads  have  paid  high  switching  charges  from  Whiting 
to  their  tracks.  The  net  return  to  the  Chicago,  Burlington  and  Quincy, 
the  most  circuitous  line  making  this  ratie,  was  only  about  2.8  mills  per 
ton  per  mile,  while  even  the  shortest  lines  netted  only  about  4  mills 
per  ton  per  mile.  Even  coal,  a  much  cheaper  commodity  than  refined 
oil,  is  seldom  carried  at  a  published  rate  as  low  as  2.8  mills  per  ton 
per  mile.  In  view  of  the  fact  that  the  tank  cars  are  almost  invariably 
returned  empty  without  charge,  these  rates  barely,  if  at  all,  paid  the 
expense  of  operation,  and  oflicers  of  the  railroads  have  admitted  that 
they  would  not  have  made  such  low  rates  except  as  a  condition  of 
obtaining  more  profitable  oil  traffic  to  other  destinations. 

Officers  of  two  of  the  railroads  which  made  this  6-cent  rate  admitted 
frankly  that  it  was  secret.  As  soon  as  it  was  discovered  by  the  Bureau 
of  Corporations  the  railroads  canceled  it  and  substituted  a  rate  of  10 
cents.  None  of  the  railroads,  however,  filed  this  new  rate  with  the 
Interstate  Commerce  Commission  until  several  months  after  it  was  put 
in  force.  As  late  as  October,  1905,  the  local  agents  of  the  Burlington 
and  the  Alton,  in  response  to  a  telephone  inquiry  from  a  shipper, 
quoted  18  cents  on  oil  from  Chicago  to  East  St.  Louis.  Even  the 
rate  of  10  cents  is  unreasonably  low  as  compared  with  the  rates 
from  competitive  refining  points  to  East  St.  Louis.  It  is  a  curious 
fact  that  the  Chicago,  Burlington  and  Quincy  Railway  still  later,  in 
1906,  filed  a  copy  of  one  of  its  old  secret  tariffs  naming  the  6-cent  rate, 
apparent!}"  with  the  thought  that  this  might  in  some  wa\"  justify  its 
previous  charges. 

SECRET   RATE   COMBINATION    INTO   LOUISIANA. 

The  method  by  which  the  secret  rate  combination  from  St.  Louis  and 
Whiting  to  points  in  southern  Louisiana  was  arranged,  over  the  lines 
of  the  Missouri  Pacific  and  Southern  Pacific,  has  already  been  described. 
The  published  rates  from  St.  Louis  to  these  towns,  which  include 
many  of  the  most  important  in  Louisiana,  range  from  36  to  40  cents 
per  hundred.  The  proportional  rate  from  St.  Louis  to  Alexandria, 
La.,  which,  though  filed  with  the  Interstate  Commerce  Commission, 
was  substantially  secret,  was  15  cents,  while  from  Alexandria  State 
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rates  were  made  which  gave  a  total  charge  to  these  points  from  St. 
Liouis  of  from  29  to  34  cents,  a  departure  from  the  published  through 
rates  of  from  7  to  9  cents  per  hundred.  By  combining  with  these 
secret  rates  from  St.  Liouis  the  secret  rate  of  6  cents  from  Whiting  to 
East  St.  Louis,  the  Standard  Oil  Company  was  able  to  reach  these 
southern  Louisiana  points  for  from  35  to  40  cents.  A  refiner  at 
Toledo,  onl}^  152  miles  farther  away,  would  have  to  pay,  on  the  basis 
of  the  published  through  rates  from  St.  Louis,  which  undoubtedly 
would  have  been  charged  him,  from  53  to  57  cents,  or  from  17  to  20 
cents  more  than  was  paid  by  the  Standard,  whereas  a  reasonable  differ- 
ence in  freight  charges  would  be  only  about  5  cents  per  hundred 
pounds. 

ABNORMAL   RATE   COMBINATION   INTO   INDIAN   TERRITORY   POINTS. 

The  published  through  rate  from  St.  Louis  to  Vinita,  Claremore, 
Miami,  and  Tulsa,  Ind.  T.,  important  towns  and  junction  points, 
ranges  from  30  to  52  cents  per  hundred.  The  Standard  Oil  Company 
has  reached  these  towns  by  shipping  from  Whiting  to  Springfield, 
Mo.,  at  a  published  rate  of  21  cents,  and  from  Springfield  on,  over 
the  St.  Louis  and  San  Francisco  Railroad,  at  rates  of  from  6  to  8  cents 
per  hundred,  giving  a  total  charge  of  from  27  to  29  cents  from  Whit- 
ing. The  rates  from  Springfield  to  these  points  in  Indian  Territor}- 
were  filed  with  the  Interstate  Commerce  Commission.  It  is  altogether 
probable,  however,  that  an  independent  concern  offering  oil  for  ship- 
ment at  St.  Louis  would  have  been  charged  the  regular  through  rates 
by  the  St.  Louis  agent,  who  would  not  be  likely  to  know  of  the  com- 
bination by  way  of  Springfield.  In  that  case  the  Toledo  refiner  would 
have  to  pay  from  47  to  69  cents  to  reach  towns  which  could  be  reached 
from  Whiting  for  from  27  to  29  cents,  whereas  a  reasonable  difference 
in  freight  charges  as  between  Toledo  and  Whiting  would  be  only  5 
cents  per  hundred  pounds. 

The  distance  from  Whiting  to  Tulsa  is  705  miles;  the  rate  29  cents. 
An  independent  refiner  at  Cherry  vale,  Kans.,  121  miles  from  Tulsa, 
was  recently  quoted  also  a  rate  of  29  cents. 

These  low  rates  from  Springfield  to  Indian  Territory  points  were 
canceled  by  the  railway  almost  immediately  after  they  were  discovered 
by  the  Bureau  of  Corporations. 

ABNORMAL  BASIS  OF   RATES   FROM    NEODESHA  TO  MISSOURI    POINTS. 

For  some  time  during  1905  the  conspicuously  published  tariff  rate 
on  oil  from  Neodesha,  Kans.,  a  refining  point  of  the  Standard,  to 
southwestern  Missouri  points  was  17  cent*^.  The  actual  shipments  of 
the  Standard  were  made  at  10  cents.  Without  definitely  asserting 
that  this  was  an  improper  charge,  it  ma}'  be  pointed  out  as  an 
instance  of  the  entirely  unsatisfactory  methods  by  vjV\\c\v  1«lv\^^  wc^;^^ 
J8l  Doa  428,  59-1 3 


34  TRANSPORTATION    AND   FREIGHT   RATES,  OIL   INDUSTRY. 

made.  The  Standard  claimed  the  10-cent  rate  on  the  ground  that  this 
rate  was  in  effect  from  Neodesha  to  Kansas  City,  and  that  a  circular 
of  the  railroad  company  duly  filed  provided  that  Kansas  City  rates 
should  be  the  maxima  between  points  like  Neodesha  and  points  in 
southwestern  Missouri.  This  circular  was  issued  before  the  tariff 
naming  the  l7-cent  rate,  and  it  is  obvious  that  the  railroad  ought 
to  have  amended  the  latter  tariff  if  it  intended  the  10-cent  rate  actually 
to  apply.  At  the  same  time  that  the  Standard  was  paying  10  cents 
over  the  St.  Louis  and  San  Francisco  Railroad  the  Missouri,  Kansas 
and  Texas  quoted  a  rate  of  22  cents  from  Humboldt,  Kans.,  to  the 
same  Missouri  points,  Humboldt  being  quite  as  near  as  Neodesha. 
An  independent  refiner  at  Cherry  vale,  Kans.,  which  is  on  the  line  of 
the  St.  Louis  and  San  Francisco  between  Neodesha  and  southwestern 
MiSvSouri,  was  quoted  a  rate  of  17  cents,  also  during  the  time  when  the 
Standard  was  paying  10  cents.  Neither  of  these  competitors  knew 
that  the  Standard  enjoyed  the  10-cent  rate. 

SECRET   RATES  AND   REBATES   IN   CALIFORNIA. 

An  especially  large  number  of  secret  rates  and  rebates  in  the  trans- 
portation of  oil  was  found  in  California.  A  peculiar  feature  of  the 
oil  business  in  that  State  is  the  very  extensive  use  of  crude  oil  for 
fuel  purposes.  The  largest  individual  consumers  are  the  railroads 
themselves.  The  situation  is  complicated  b}^  the  fact  that  railroads 
not  onl}^  use  an  enormous  amount  of  crude  oil,  but  themselves  are 
owners  of  or  interested  in  production.  This  double  relation  to  the 
industry  has  been  of  serious  injury  to  the  ordinary  producer. 

Discriminations  in  rates  in  California  have  not  been  confined  to  the 
Standard  Oil  Company,  but  have  also  been  enjoyed  by  several  other 
large  oil-producing  companies,  principally  the  Union  Oil  Company  and 
the  Associated  Oil  Company,  the  latter  of  which  is  virtually  controlled 
by  the  Southern  Pacific  Company.  Moreover,  secret  rates  and  rebates 
have  been  allowed  to  some  of  the  largest  consumers  of  fuel  oil  in  that 
State,  possibly  owing  to  the  fact  that  these  concerns  contribute  a  large 
amount  of  other  traflSc  to  the  railroads.  Although  the  Standard  Oil 
Company  is  not  the  exclusive  beneficiary  of  these  discriminations,  it 
receives  them  more  extensively  than  eLuy  other  interest,  and  the  secret 
rates  discovered  were  almost  invariably  denied  to  the  smaller  shippers. 
In  the  case  of  the  Associated  Oil  Company  there  is  considerable  evi- 
dence that  it  is  not  a  genuine  competitor  of  the  Standard. 

A  di<!itinctive  feature  of  the  discriminations  on  the  Pacific  coast  is 
the  very  general  use  of  the  rebate  as  a  method  of  settlement.  The 
Southern  Pacific  Companj^  invariabl}^  used  the  rebate  in  applying  its 
secret  rates;  the  Santa  Fe  system  at  times  employed  the  rebate  and 
at  other  times  collected  the  secret  rates  in  the  first  instance. 
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SECRET  RATES   FROM   BAKERSFIELD   TO    NORTHERN   CALIFORNIA    POINTS. 

Bakersfield  is  in  the  vicinity  of  the  Kern  River  field,  the  most  impor- 
tant fuel-oil  field  of  the  State.  The  tariff  rate  on  crude  oil  from 
Bakei*sfield  to  Keswick,  Redding,  and  Red  Blutf,  important  points  in 
northern  California,  was  84  cents  per  barrel.  The  Southern  Pacific 
Compan}',  however,  put  in  a  special  rate  of  about  59  cents  per  barrel 
from  Bakersfield  to  these  points,  invariabl}'  appl3ang  it  by  means  of 
the  rebate.  These  secret  rates  were  ostensibly  quoted  to  the  consumer 
to  meet  the  competition  of  wood  in  the  mountains  for  fuel  purposes. 
In  several  instances  the  rebate  was  paid  to  the  consignee.  The  only 
shipper  receiving  the  benefit  of  these  secret  rates  was  the  Standard 
Oil  Company.  The  Standard  at  times  gave  the  consignee  practically 
the  full  benefit  of  secret  rates  which  it  used,  in  the  form  of  lower 
prices  for  the  oil,  and  thus  obtained  contracts  in  competition  with  inde- 
pendent shippers,  who  were  unaware  of  these  mtes,  and  who  were 
forced  out  of  markets  because  of  this  unfair  advantage  of  the  Standard. 

An  even  greater  advantage  was  given  the  Standard  Oil  Company  on 
shipments  of  fuel  oil  to  the  same  points  from  its  refinery  at  Point  Rich- 
mond, just  across  the  bay  from  San  Francisco.  In  this  case  the  secret 
rate  was  arrived  at  by  a  most  unusual  and  extremely  improper  manip- 
ulation, which  resulted  in  giving  the  Standard  a  rate  of  46  cents  per 
barrel,  or  a  little  over  one-half  the  full  tariff  rate  from  Richmond. 

The  Southern  Pacific  Compan}'  also  had  a  secret  rate  of  03  cents  per 
barrel  from  Bakersfield  to  Floriston,  as  against  the  tariff  rate  of  84 
cents  per  barrel.  The  rebate  in  this  case  was  enjoyed  b}^  the  con- 
signee, the  Floriston  Pulp  and  Paper  Company.  Other  secret  rates 
on  oil  were  made  from  Bakersfield  to  Lamoine  and  Boca,  and  from 
Richmond  to  Barnards,  Chico,  Durham,  and  Middle  Creek.  The 
Lamoine  rate  was  given  to  a  local  consignee,  the  Boca  rate  to  the 
Associated  Oil  Company,  and  the  others  mentioned  to  the  Standard. 

SECRET   RATES   FROM    BAKERSFIELD   TO   SAN    DIEGO. 

A  striking  instance  of  discrimination  in  California  was  that  of  a 
secret  rate  of  50.4  cents  per  barrel  on  crude  oil  from  Bakersfield 
to  San  Diego,  at  a  time  when  the  tariff  rate  was  92.7  cents.  This 
secret  rate  was  known  to  the  Standard  Oil  Company  and  the  Asso- 
ciated Oil  Company,  and  was  exclusivel}^  enjoyed  by  them  for  a  con- 
siderable time.  Furthermore,  it  enabled  them  to  capture  a  numl)er 
of  very  important  long-time  contracts  in  San  Diego,  giving  them  a 
virtual  monopoly  of  fuel-oil  markets  in  that  vicinity.  This  rate  was 
for  a  considerable  time  deliberately  withheld  from  the  Union  Oil  Com- 
pany, which  was  a  most  active  competitor  of  the  Standard  and  of  the 
Associated  Oil  Companies,  and  which  had  previously  been  figuring  on 
some  of  these  contracts.     It  was  also  unknown  to  «A\  o\Xi^T  ^\\>^t^- 
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This  rate  not  only  enabled  the  Standard  and  the  Associated  to  underbid 
the  Union  Oil  Company,  but  it  also  permitted  them  to  ship  crude  oil 
all  the  way  from  Bakerstield  past  the  wells  of  southern  California 
producers  into  what  was  a  natural  market  of  the  latter.  A  number  of 
the  contracts  of  the  Associated  Oil  Company  were  at  70  cents  per  barrel, 
delivered — much  less  than  the  published  freight  rate  alone.  As  some  of 
the  consignees  paid  the  open  rate  of  92.7  cents  per  barrel,  the 
Associated  Oil  Company,  out  of  its  rebate  of  42.3  cents  per  barrel, 
refunded  to  them  22.7  cents  per  barrel,  retaining  the  balance  as  the 
net  price  to  it  of  the  oil  in  the  field. 

SECRET  RATES   FROM   REDONDO. 

Redondo  is  on  the  southern  coast  of  California,  near  Los  Angeles. 
It  is  used  as  a  seaport  by  the  Standard  Oil  Company  for  delivering  oil 
into  southern  California  from  its  refinery  at  Richmond.  The  Standard 
is  the  only  shipper  of  oil  from  Redondo.  Against  a  tariff  rate  of  32 
cents  per  barrel  on  refined  oil  from  Redondo  to  Los  Angeles,  the  Santa 
Fe  system  granted  the  Standard  a  secret  rate  of  7i  cents.  The  same 
secret  rate  was  also  allowed  on  fuel  oil,  the  tariff  rate  in  this  case 
being  10  cents  per  barrel.  The  Standard  Oil  Compan}'^  shipped  great 
quantities  of  oil  at  this  rate,  distributing  it  to  a  large  number  of 
important  markets  in  southern  California  and  Arizona.  On  shipments 
of  fuel  oil  to  Arizona  points  the  original  w^aybills  at  Redondo  clearly 
showed  the  final  destination,  thus  indicating  the  interstate  character  of 
the  business.  On  fuel  oil  the  Santa  Fe  applied  the  secret  rate  by 
means  of  rebate,  whereas  on  refined  oil  the  rate  was  used  directly  on 
the  wa}' bills  in  most  cases. 

This  secret  rate,  in  connection  with  the  very  low  cost  of  water  trans- 
portation from  Richmond  to  Redondo  in  the  Standard's  own  tank  ves- 
sels, enabled  it  to  overcome  the  disadvantage  of  the  location  of  its 
refinery  nearly  500  miles  north  of  Los  Angeles,  and  to  deliver  its 
product  into  that  and  neighboring  cities  in  sharp  competition  with 
southern  California  refiners.  The  prices  of  refined  oil  in  Los  Angeles 
were  the  lowest  in  the  State.  The  same  oil  which  the  Standard  sold 
in  San  Francisco,  just  across  the  bay  from  its  refinery,  at  12^  cents 
was  delivered  and  sold  b\'  it  in  Los  Angeles  at  7i  cents. 

An  even  greater  advantage  over  the  independent  refiners  at  Los 
Angeles  was  secured  by  the  Standard  Oil  Company  through  a  secret 
rate  of  24  cents  per  barrel  on  refined  oil  from  Redondo  to  San  Diego. 
The  tariff  rate  quoted  from  lx)th  Redondo  and  I^os  Angeles  to  San 
Diego  was  80  cents  a  barrel.  Furthermore,  the  oil  shipped  by  the 
Standard  from  Redondo  to  San  Diego  had  to  move  by  way  of  Los 
Angeles  past  the  refineries  of  its  competitors.  On  fuel  oil  the  Stand- 
ard obtained  a  secret  rate  of  20  cents  from  Redondo  to  San  Diego. 
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During  part  of  the  time  the  tariff  rate  was  about  52  cents  a  barrel, 
and  during  the  remainder  about  33  cents.  The  excuse  offered  for  this 
rate  was  that  it  was  made  to  meet  water  competition. 

SECRET  RATES  TO  SUGAR  REFINERIES. 

Several  of  the  large  sugar  refineries  in  California  obtained  secret 
rates  from  the  Southern  Pacific  Company  on  crude  oil.  Thus  the 
American  Beet  Sugar  Company,  at  Oxnard,  was  given  a  secret  rate  of 
37.8  cents  per  barrel  as  against  a  tariff  rate  of  53  cents.  The  rebates  to 
the  American  Beet  Sugar  Company  in  ten  months  of  1904  were  about 
$15,000.  The  Union  Sugar  Company,  at  Betteravia,  was  given  a 
secret  rate  of  50.4  cents  per  barrel  as  against  a  tariff  rate  of  84  c^nts. 
This  rebate  during  the  year  1904  amounted  to  about  $3,500.  In  the 
case  of  the  Spreckels  Sugar  Company,  at.Spreckels,  a  secret  rate  was 
made  by  the  Southern  Pacific  of  42  cents  per  barrel  as  compared  with 
the  tariff  mte  of  50.4  cents.  The  rebate  in  this  case,  however,  went 
to  the  Associated  Oil  Company.  Shipments  of  oil  at  this  rate  were 
ver}'  heavy. 

OTHER   SPECIAL    RATES   IN    CALIFORNIA. 

The  instances  cited  are  the  most  important  illustrations  of  secret 
rates  allowed  on  oil  b}'  the  leading  California  railroads.  In  all  more 
than  eighty  distinct  violations  of  tariffs  on  oil  were  discovered  in 
this  State;  the  total  concessions  to  shippers  and  consignees  under 
these  rates  ad  compared  with  the  published  tariffs  may  be  safely  esti- 
mated at  about  ^200,000  per  N'ear,  of  which  amount  about  ^10(i,(K)0 
went  to  the  Standard.  Since  the  investigation  of  the  Bureau  was 
undertaken  a  large  number  of  these  secret  rates  have  been  published, 
but  in  view  of  the  fact  that  the  favored  shippers  had  been  able  to 
secure  many  long-time  contracts  the  benefit  of  this  belated  publication 
to  other  competitors  will  be  greatly  restricted. 

In  addition  to  the  secret  rates  of  the  nature  just  discussed,  the 
investigation  disclosed  the  use  of  special  nites  under  peculiar  condi- 
tions. 

Among  these  was  a  special  i-ate  of  $2.30  per  ton  from  Bakersfield 
to  the  Murphy  Water,  Ice  and  Light  Company,  at  Needles,  just  on 
the  Arizona  border.  The  tariff  rate  was  Jj^s  a  ton.  The  Santa  Fe 
stated  that  this  rate  was  involved  in  a  contract  with  the  consignee 
for  the  supply  of  water  and  ice  to  the  railroad.  This  principle  of 
special  rates  to  consignees  having  peculiar  relations  with  the  rail- 
roads, while  not  necessarily  involving  any  impropriety,  nevertheless 
is  capable  of  being  developed  into  widespread  discrimination. 
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POSSIBILITY   OF   FURTHER   DISCRIMINATIONS. 

In  view  of  the  methods  discovered  and  outlined  above,  it  seems 
wholly  possible  that  there  may  exist  a  multitude  of  other  discrimi- 
nations, effected  by  Ji-iecret  rates  or  even  by  rebates,  of  great  aggre- 
gate importance,  involved  in  the  local  distribution  of  oil,  especialh" 
in  less-than-carload  lots.  The  Standard  Oil  Company  ships  enor- 
mous quantities  of  oil  in  less-than-carload  lots,  and  although  the  dis- 
tances involved  in  such  cases  are  usually  comparatively  short  the 
amount  of  freight  charges  under  the  high  rates  which  prevail  on  such 
business  under  regular  tariffs  would  be  very  great  and  the  possibilities 
of  departure  from  these  charges  extensive.  This  business,  which  deals 
with  a  vast  number  of  different  shipping  points,  could  not  have  been 
adequately  examined  by  the  Bureau  of  Coiporations  in  time  for  this 
report. 

So  far  as  concerns  the  railroad  records  (chiefly  of  waybilling,  claims, 
and  car-mileage  payments)  which  were  actually  examined  by  the  Bureau 
of  Corporations,  it  is  safe  to  say  that  such  records  do  not  contain  evi- 
dence of  manv  important  cases  of  discrimination  not  discovered  by  the 
Bureau,  but  it  must  be  remembered  that  in  the  complexity  and  extent 
of  railway  accounting  S3'stems  it  would  be  easily  possible  to  conceal 
completely  the  payment  of  direct  rebates  under  the  guise  of  fictitious 
expenses,  salary  accounts,  etc.,  so  that  no  examination  short  of  an 
absolute  audit  of  every  account  and  voucher  of  the  company  would 
reveal  their  existence.  It  is  probable,  however,  that  most  of  the 
rebates  as  such  in  interstate  transportation  of  oil  have  been  discon- 
tinued, but  the  effect  of  the  secret  rate  is  the  same  as  the  rebate. 

It  is  perfectly  clear  that  the  distinction  between  the  rebate  and 
the  secret  rate  is  merely  one  of  accounting:  the  financial  result  and 
the  effect  on  competitors  is  exactly  the  same  whether  the  secret  rate 
is  collected  in  the  first  instance  or  whether  the  tariff  rate  is  collected 
and  the  difference  between  that  and  the  secret  rate  paid  back. '  The 
distinction  is  one  wholly  of  form. 

DISCRIMINATION  IN  THE  OPEN  ABBANGEMENT  OF  BATES. 

Important  as  secret  discriminations  in  rates  are,  giving,  as  they  do, 
the  Standard  Oil  Company  an  advantage  through  numerous  gateways  to 
approximately  a  third  of  the  area  of  the  United  States,  they  are  hardly 
more  important  than  open  discriminations  in  i-ates.  Almost  every- 
where the  rates  from  the  shipping  points  used  exclusively,  or  almost 
exclusively,  by  the  Standard  are  relatively  lower  than  the  rates  from 
the  shipping  points  of  its  competitors.  Rates  have  been  made  low  to 
let  the  Standard  into  markets,  or  they  have  been  made  high  to  keep 
its  competitors  out  of  markets.  Trifling  differences^!  distances  are 
made  an    excuse    for    iarge    differencesin   rates    favorable   to    the 
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Standard  Oil  Company,  while  large  differences  in  distances  are  ignored 
where  they  are  against  the^  Standard.  Sometimes  connecting  roads 
prorate  on  oil — that  is,  make  through  rates  which  are  lower  than  the 
combination  of  local  rates;  sometimes  they  refuse  to  grorate;  but  in 
either  case  the  result  of  their  policy  is  to  favor  the  Standard  Oil  Com- 
pany. Different  methods  are  used  in  different  places  and  under  dif- 
ferent conditions,  but  the  net  result  is  that  from  Maine  to  California 
the  general  arrangement  of  open  rates  on  petroleum  oil  is  such  as  to 
give  the  Standard  an  unreasonable  advantage  over  its  competitors. 

The  conclusion  is  unavoidable  that  the  Standard  Oil  Company  has 
had  an  important  voice  in  the  construction  of  such  mtes,  and  this  con- 
clusion is  supported  by  specific  evidence  developed  by  the  investiga- 
tion. 

It  is  impracticable  to  discuss  in  detail  in  this  summary  the  varied 
advantages  derived  by  the  Standard  from  the  open  arrangement  of 
rates.     The  most  important  may  be  briefly  presented. 

DISCRIMINATION   BETWEEN   WHITING  AND  COMPETING  REFINING    POINTS. 

The  refinery  of  the  Standard  Oil  Compan}^  at  Whiting,  Ind.,  pro- 
duces one-third  of  the  refined  oil  which  the  company  sells  in  the  United 
States.  The  Whiting  plant  supplies  oil  to  more  than  half  of  the 
country,  and  until  the  recent  establishment  of  refineries  controlled  by 
or  affiliated  with  the  Standard  in  California,  Texas,  Kansas,  and  Mis- 
souri it  supplied  a  large  proportion  of  the  refined  oil  used  in  full}- 
two-thirds  of  the  area  of  the  United  States.  There  is  almost  no  part 
of  this  enormous  area  into  which  the  open  rates  from  Whiting  are  not 
more  favorable  than  the  geographical  location  of  the  retinerv  would 
justify. 

Shortly  before  the  opening  of  the  refinery  at  Whiting  in  1S90  the 
we^stern  railroads  discontinued  their  practice  of  prorating  on  oil  from 
the  eastern  refining  points  to  the  Middle  and  Far  West.  On  practi- 
cally all  other  commodities  prorating  is  provided  for.  The  result  is 
that  on  shipments  of  oil  to  points  in  this  territory  there  must  be  added 
to  the  rate  from  Chicago  the  local  rate  from  the  eastern  refinery  up  to 
Chicago.  In  other  words,  the  Whiting  refinery  has  the  advantage 
over  its  competitors  to  the  extent  of  the  full  local  rate  up  to  Chicago, 
amounting  to  from  12  to  19i  cents  per  hundred.  Under  prorating 
arrangements  this  advantage  would  be  considerably  reduced  with 
respect  to  a  large  area  in  western  Illinois  and  in  eastern  Iowa  and 
Missouri,  and  also  with  respect  to  the  entire  Kocky  Mountain  and 
Pacific  coast  territory.  Before  the  Whiting  refinery  was  established 
oil  was  carried  from  points  like  Toledo,  Cleveland,  and  Pittsburg  to 
all  Pacific  coast  teiminals  at  the  same  rates  as  from  Chicago. 

Toward  the  Southwest  Whiting  has  a  similar  great  advantage, 
becaase  of  the  refusal  of  the  railroads  to  make  through  rates  on  oil 
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from  points  east  of  Whiting.  On  virtually  all  other  commodities  of 
similar  grade  through  rates  are  established  from  Toledo  and  Cleve- 
land to  a  large  part  of  the  Southwest  only  5  or  6  cents  higher  than 
the  rates  from  Chicago,  and  through  rates  from  Pittsburg  and  vicinity 
only  9  or  10  cents  above  those  from  Chicago.  In  the  absence  of 
prorating  arrangements  on  oil,  competitive  refiners  have  to  pay  the 
local  rates  to  East  St.  Louis  in  order  to  reach  this  territory,  these 
rates  being  from  17  to  24i  cents  per  hundred.  On  shipments  from 
Whiting  into  much  of  the  southwestern  territory  there  are  also 
no  through  rates,  but  the  Standard  had  no  need  of  them,  because  of  its 
secret  rate  of  6  cents  to  East  St.  Louis,  which  was  from  11  to  18i 
cents  less  than  the  rates  charged  to  its  competitors  to  reach  that  point. 
To  other  large  areas  in  the  Southwest  the  railroads  make  through 
rates  from  Whiting  only  5  cents  per  hundred  above  the  rates  from 
St.  Louis,  enabling  the  Standard  to  make  shipments  for  from  12  to 
19i  cents  less  than  its  competitors  at  points  like  Toledo,  Cleveland, 
and  Pittsburg  would  pay.  In  view  of  the  great  length  of  the  hauls 
into  the  Southwest,  the  difference  in  distance  as  between  Whiting  and 
competing  refining  points  justifies  but  a  fraction  of  this  difference  in 
rates. 

Essentially  the  same  situation  exists  with  reference  to  important 
points  along  the  Mississippi  River  from  Memphis  to  New  Orleans,  and 
thence  along  the  Gulf  as  far  east  as  Pensacola.  By  virtue  of  through 
published  rates  the  Standard  Oil  Company  can  reach  all  of  these 
points  below  Memphis  at  23  cents  per  hundred,  while  the  refiner  at 
Toledo,  who  must  pay  the  local  rates  to  the  Ohio  River  and  the  local 
rates  be3'^ond,  is  charged  32^  cent«,  the  refiner  at  Cleveland  33  cents, 
and  the  refiner  at  Pittsburg  36i  cents — differences  in  rates  by  no 
means  justified  by  the  differences  in  distance.  On  other  commodities 
of  corresponding  grade  through  rates  are  made  from  these  points  to 
the  same  destinations,  which  are  only  1  or  2  cents  per  hundred  higher 
than  the  rates  from  Chicago. 

Notwithstanding  the  cancellation  of  the  secret  Evansville  and  Grand 
Junction  rates,  the  Standard's  refinery  at  Whiting  still  has  an  advantage 
in  the  open  rates  into  almost  the  entire  South  of  3i  cents  over  Toledo, 
4  cents  over  Cleveland,  and  7i  cents  over  Pittsburg,  although  on  com- 
modities other  than  oil  practically  the  same  rates  apply  from  all  these 
points  as  from  Whiting.  The  Standard  can  ship  from  Whiting  to 
Nashville  for  23  cents;  it  costs  30^  from  Toledo. 

Finally,  the  rates  from  Whiting  to  points  in  Illinois,  Indiana,  and 
Michigan  have  been  relatively  lower  than  the  rates  from  competing 
refining  centers.  Even  where  the  distances  are  precisely  the  same,  the 
rate  from  Whiting  has  been  usually  from  2  to  3  cents  lower.  The 
rates  on  oil  into  this  territor}^  were  also  out  of  line  with  the  rates 
on  other  commodities.     The  rates  from  Whiting  into  Michigan  and 
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northern  Indiana  were  raised  in  1906  so  as  largely  to  correct  the  dis- 
parity in  that  particular  territory,  and  rates  from  Whiting  to  some 
points  in  western  Indiana  and  eastern  Illinois  were  also  raised  about 
the  same  time. 

ABSENCE   OF  PRORATING   ARRANGEMENTS   IN   NEW   ENGLAND. 

The  Standard  Oil  Company  has  a  natural  advantage  in  reaching  New 
England  markets  because  of  its  ability  to  ship  oil  from  its  tide-water 
refineries  by  its  own  tank  vessels  to  point8  on  the  New  England  coast, 
and  thus  reach  a  large  area  on  relatively  short  rail  hauls.  This  natural 
advantage,  however,  has  been  greatly  increased  by  a  refusal  on  the 
part  of  New  England  roads  generally,  and  particularly  the  New  York, 
New  Haven  and  Hartford  Railroad,  to  name  through  rates  from  interior 
refining  points  to  New  England  markets.  On  practically  all  other  com- 
modities the  New  England  railroads -make  through  rates,  and  to  nearly 
all  southern  New  England  such  rates  from  western  Pennsylvania 
are  the  same  as  those  to  Boston.  The  refusal  on  the  part  of  the  New 
Haven  s^'stem  to  prorate  on  oil  necessitated  the  payment  of  *'  arbitrary  " 
local  rates  from  junction  points  to  destination.  This  increased  the 
transportation  charge  from  interior  refining  points,  on  the  average, 
about  8  cents  per  hundred,  or  one-half  cent  per  gallon.  This  has  con- 
tributed, as  admitted  by  the  New  Haven  system  itself,  to  give  the 
Standard  Oil  Company  a  virtual  monopoly  of  the  markets  of  southern 
New  England. 

In  the  case  of  the  Boston  and  Maine  S3\stem,  prorating  on  oil  is 
practiced  on  certain  divisions  only,  and  in  consequence  the  independent 
refiner  from  western  Pennsylvania,  in  order  to  reach  a  large  part  of 
the  thickly  populated  sections  of  eastern  New  England,  must 
pay  in  addition  to  the  Boston  rate  arbitrar}^  rates  which,  on  the 
average,  amount  to  about  10  cents.  Under  a  s^'stem  of  prorating, 
such  as  is  applied  to  other  commodities,  practically  all  of  these  points 
west  and  south  of  Portland,  Me.,  would  take  the  Boston  rate.  The 
Boston  and  Albany  Rdilroad  prorates  on  oil,  but  this  line  serves  only 
a  narrow  strip  of  territory. 

The  Central  Vermont  does  not  make  any  through  rates  on  oil,  and 
the  Rutland  prorates  only  on  a  higher  Imsis  than  that  usually  adopted 
b}'  nearly"  all  eastern  railroads.  This  polic}'  in  respect  to  prorating, 
taken  in  connection  with  the  secret  rates  obtained  by  the  Standard  into 
Vermont  from  Olean  and  the  secret  local  rates  in  Vermont  itself,  has 
virtually  excluded  competition  in  that  State. 

Within  a  few  weeks  the  New  Haven  system  has  resumed  the  prac- 
tice of  prorating  on  refined  oil,  for  the  first  time  in  ten  years. 
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ADVANTAGES  OP  THE   CLEAN   AND   ROCHESTER  PLANTS  OF  THE 
STANDARD  OIL   COMPANY. 

Aside  from  the  advantages  enjoyed  by  the  Vacuum  Oil  Compan}'^ 
(which  is  controlled  by  the  Standard)  at  Olean  and  Rochester  b}^  virtue 
of  the  secret  rates  already  described,  these  plants  have  a  very  decided 
advantage  in  the  open  arrangement  of  rates  on  oil  to  certain  territory. 
Thus,  from  Olean  to  points  on  the  Delaware  and  Hudson  between 
Binghamton  and  Albany  the  rate  is  11^  cents  per  hundred  pounds, 
whereas  from  Bradford,  just  over  the  Pennsylvania  line  and  only  23 
miles  distant  from  Olean,  the  rate  is  15i  cents.  The  rate  from  Olean 
to  Boston  is  19  cents  and  from  Bradford  23i  cents,  these  Boston 
rates  applying  to  a  number  of  other  points.  Again,  from  Roch- 
ester, where  the  Vacuum  Oil  Company  has  a  large  lubricating  oil  plant, 
and  from  which  city  it  is  the  only  shipper  of  oil,  there  is  a  rate  of 
11  cents  to  eTersey  City,  as  against  a  rate  of  16^  cents  from  Bradford 
and  all  other  western  Pennsylvania  refining  points.  To  Philadelphia 
the  rate  from  Rochester  is  also  11  cents,  whereas  the  independent 
refiners  of  western  Pennsylvania  are  obliged  to  pa}^  14i  cents.  These 
rates  from  Rochester  are  representative  of  the  general  adjustment  of 
oil  rates  to  numerous  points  in  the  respective  localities.  The  discrimi- 
nation on  oil  is  clearly  shown  b}^  the  fact  that  on  other  commodities 
Olean  takes  the  same  rate  as  the  independent  refining  points  of  western 
Pennsylvania  to  eastern  markets,  and  even  Rochester  has  but  a  slight 
advantage  over  these  competing  points  with  respect  to  commodities 
other  than  oil. 

It  will  be  seen  that  on  eastbound  shipments  a  line  is  sharply  drawn 
between  Olean  and  Rochester  on  the  one  hand  and  western  Pennsyl- 
vania refining  points  on  the  other.  On  westbound  business,  however, 
there  is  no  such  distinction;  Olean  and  Rochester  are  in  nearly  all  cases 
given  the  same  rates  as  those  applying  from  the  independent  refineries 
of  western  Penns^^lvania. 

OPEN    RATE   DISCRIMINATIONS   IN   THE   KANSAS   FIELD. 

The  most  important  discrimination  in  the  Kansas  territory  field  is 
in  the  arbitrary  weights  of  crude  and  fuel  oil. 

There  have  also  been  some  discriminations  in  open  rates  on  oil  shipped 
in  and  from  the  Kansas-Territory  field.  The  producers  and  independent 
refiners  have  complained  of  the  advance  of  the  rates  from  southeastern 
Kansas  points  to  Kansas  City  and  St.  Louis  in  1904.  The  Kansas  City 
rate  was  advanced  from  10  cents  to  17  cents  and  the  St.  Louis  rate 
from  15  to  22  cents. 

By  reason,  apparently,  of  the  criticism  made  upon  this  advance  in 
rates,  the  railroads  reduced  their  charges  on  crude  oil  from  most 
points  in  Kansas  to  Kansas  City  to  10  cents  in  March,  1905.     The 
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wording  of  the  tariffs  as  amended  was  such  as  to  leave  doubt  as  to 
whether  this  rate  applied  on  refined  oil.  An  independent  refiner  at 
Cherry- vale,  Kans.,  who  should  have  been  given  the  same  rates  as 
applied  from  Neodesha,  was  quoted  the  17-cent  rate  to  Kansas  City 
bj  the  Santa  Fe  Railroad,  although  as  an  intermediate  point  it  was, 
under  the  natural  interpretation  of  the  tariff,  entitled  to  the  10-cent  rate. 
In  October,  1905,  the  tariff  of  the  St.  Louis  and  San  Francisco  was 
amended  so  that  the  10-cent  rate  applies  only  from  Neodesha,  but 
did  not  appl  v  from  intermediate  points,  so  that  the  Cherry  vale  refiner 
is  still  quoted  17  cents,  although  nearer  to  Kansas  City  than  Neodesha  is. 

This  Cherry  vale  concern  has  sought  to  get  low  rates  on  crude  oil 
from  Bartlesville,  Ind.  T.,  to  supply  its  refinery.  At  first  it  was 
quoted  a  mte  of  15  cents  per  hundred  pounds,  or  almost  as  much  as  the 
value  of  the  oil  at  the  wells.  Only  after  several  months  was  a  rate  of 
12  cents  obtained.  Before  the  Standard  Oil  Company  completed  its 
pipe-line  system  the  railroads  made  a  number  of  rates  on  crude  oil 
from  Kansas  and  Indian  Territory  points  to  Neodesha,  which  were 
relatively'  much  lower  even  than  the  12-cent  rate  from  Bartlesville  to 
Cherryvale.  It  is  true  that  the  volume  of  business  moveJ  by  the 
Standard  on  some  of  these  low  rates  was  much  larger  than  its  com- 
petitor can  offer,  but  that  does  not  justify  such  difference  in  treatment. 

The  Kansas  legislature,  in  1905,  established  a  distance  tariff  on  oil 
within  the  State.  These  rates  apply  alike  on  crude  oil  and  its  prod- 
ucts and  alike  on  carloads  and  less  than  carloads.  The  rates  are 
undoubtedly  low  for  that  section  of  the  country.  The  railroads 
complain  that  they  are  unprofitable.  On  the  other  hand,  pro- 
ducers and  independent  refiners  complain  of  discrimination  because, 
as  soon  as  the^^  cross  the  State  line,  their  rates  at  once  double  or 
treble.  It  is  impracticable  in  this  report  to  present  any  conclusion 
as  to  the  reasonableness  of  the  rates  in  general,  either  within  the 
State  or  on  interstate  business.  It  is  doubtful  whether  the  mere 
reduction  of  rates  on  oil  within  the  State  has  been  more  beneficial 
to  independent  concerns  than  to  the  Standard,  but  the  distance  tariff, 
by  precluding  discriminations  in  open  rates  in  favor  of  Standard  ship- 
ping points  and  against  the  shipping  points  of  competitors,  has 
aided  independent  concerns  materially  in  competition. 

DISCRIMINATION  IN  CLASSIFICATION  AND  BULES  OF  SHIPMENT. 

Aside  from  discrimations  in  rates,  whether  secret  or  open,  there 
are  in  many  parts  of  the  country  less  important  discriminations  with 
respect  to  the  classification  of  petroleum  and  the  rules  under  which  it 
is  transported.  These  matters  are  highly  technical  and  it  is  imprac- 
ticable to  discuss  them  in  this  summary.  In  man}'  cases  there  are 
unreasonable-differences  between  the  rates  on  oil  in  carloads  and  in 
less  than  carloads.     There  are  also  unreasonable  rules  with  respect 
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to  the  charges  on  oil  in  different  kindgjof  containers;  and  with  respect 
to  shipment  of  ^jxfi^  ^<>rlofldn  ftf  difff^rftnL^ndg  of  oil,  rules  which 
have  been  applied  against  independent  refiners,  but  sometimes  not 
against  the  Standard;  and  other  minor  unfair  regulations.  For  a 
short  time  after  the  passage  of  the  interstate-commerce  act  many 
railroads  made  extraordinary  discriminations  in  rates  in  favor  of  tank- 
car  shippers  as  against  barrel  shippers,  but  by  reason  of  orders  of  the 
Interstate  Commerce  Commission  these  discriminations  have  been 
almost  wholly  done  away  with,  the  only  important  instance  which  has 
come  to  the  attention  of  the  Bureau  of  Corporations  being  that  of  the 
Rutland  and  Central  Vermont  railroads,  which  has  already  been 
described.  In  some  eases  these  rules  and  practices  tend  to  benefit  the 
Standard. 

DISCRIMINATION   IN    ARBITRARY  WEIGHTS   ON    KANSAS  OIL. 

An  important  instance  of  discrimination  in  classification  is  found 
with  respect  to  the  arbitrary  weights  fixed  by  the  railroads  in  com- 
puting freight  charges  on  shipments  of  Kansas  crude  oil  and  the 
products  derived  therefrom.  The  eastern  railroads  have  for  years 
fixed  the  arbitrary  weight  on  crude  oil  and  all  of  its  products  alike  at 
6.4  pounds  per  gallon  as  a  basis  for  freight  charges.  There  appears 
no  ground  for  criticising  this  practice  in  the  East.  In  1902  the 
railroads  in  the  West  raised  the  arbitrary  weight  on  Kansas  crude 
oil  to  7.4  pounds,  while  continuing  to  carry  all  products  of  the 
refinery  at  6.4  pounds.  Fuel  oil,  which  is  practically  the  residuum 
remaining  from  the  refining  process,  is  one  of  the  largest  constituents 
derived  from  Kansas  crude.  The  fuel  oil  actually  weighs  about  7.6 
pounds;  the  railroads  have  carried  it  on  the  basis  of  6.4  pounds. 
Kansas  crude  oil  actuall}^  weighs  on  the  average  about  7.2  pounds; 
the  railroads  charge  on  the  basis  of  7.4  pounds.  This  discrimination 
has  tended  seriously  to  injure  the  Kansas  crude-oil  producer.  On 
account  of  the  low  price  fixed  by  the  Standard,  especially  for  the  lower 
grades  of  crude,  the  producers  would  have  been  glad  to  sell  it  as  fuel 
in  competition  with  the  fuel  oil  from  the  refinery.  It  costs  the  crude 
producer  nearly  10  cents  more  to  ship  a  barrel  of  crude  oil  to  St.  Louis 
than  it  costs  the  Standard  to  ship  a  barrel  of  fuel  oil  which  actually 
weighs  more.  The  price  of  low  grade  Kansas  crude  has  been  as  low 
as  25  cents  per  barrel.  This  difference  in  freight  rates  was,  therefore, 
more  than  one-third  of  the  price  of  such  crude.  « 

The  railroads  at  first  protested  against  carrying  fuel  oil  for  the 
Standard  on  the  basis  of  6.4  pounds  per  gallon.  They  contended  that 
it  was  not  a  refined  oil  product  and  should  be  treated  as  crude  oil. 
The  power  of  the  Standard  was  apparently  sufficient,  however,  to 
compel  them  to  take  fuel  oil  on  the  lower  weight  basis. 

The  Standard  officials  contend  that  it  would  disturb  the  entire  prac- 
tice of  the  railroads  throughout  the  country  to  change  the  basis  of 
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weight  of  fuel  oil,  since  it  is  one  of  the  products  of  the  refining  process, 
and  the  weight  of  6. 4  pounds  is  throughout  the  countr}^  applied  on  refined 
products.  This  argument  has  no  application  to  Kansas  oil,  since  the  fuel 
oil  produced  from  it,  which  is  a  much  greater  fraction  of  the  total 
output  than  in  the  Ea^t,  does  not  come  in  competition  with  any  eastern 
oil  product.  The  railroads  in  Texas  and  California  properly  place 
the  same  arbitrary  weight  on  fuel  oil  from  the  refinery  as  on  crude, 
aod  the  same  should  have  been  done  in  Kansas.  Had  the  Standard 
been  compelled  to  pay  on  the  basis  of  7.4  pounds,'  the.  additional  cost 
on  its  shipments  of  gas  oil  and  fuel  oil — mostly  fuel  oil — from  its  Neo- 
desha  refinery  to  St.  Louis  alone  would  have  been  increased  approxi- 
mately ^0,0(K)  in  1905. 

DISCBIMIKATIONS  IN  THE  TBEATMENT  OF  PBIVATE  CABS. 

Still  another  discrimination  is  practiced  in  some  instances  in  the 
treatment  of  private  tank  cars.  Throughout  the  country  the  Union 
Tank  Line  Company,  a  Standard  concern,  obtains  three-fourths  cent 
per  car  per  mile  as  mileage  or  rental  on  its  c^^linder  tank  cars,  whether 
loaded  or  empty.  The  railroads  generally  prefer  to  pay  this  allow- 
ance rather  than  to  incur  the  expense  of  owning  tank  cars.  Owing  to 
the  relativel}'  slow  movement  of  tank  cars  in  the  petroleum  oil  trade, 
this  allowance  of  three-fourths  of  a  cent  per  mile  does  not  appear  to 
result  in  an  excessive  profit  to  the  private  tank-car  owner. 

In  most  sections  of  the  countr}'  all  refiners  operating  tank  cars  of 
their  own  receive  equal  treatment  in  respect  to  the  mileage  allowance. 
On  the  Pacific  coast,  however,  most  independent  refiners  receive  hut 
six-tenths  cent  per  mile,  and  this  on  the  loaded  movement  only.  An 
exception  is  made  where  the  haul  exceeds  8<X>  miles,  in  which  case 
three-fourths  cent  per  mile  is  allowed  on  the  excess  mileage  over 
that  distance,  but  again  on  the  loaded  movement  onl}'.  The  Union 
Tank  Line  Company  and  the  Watei*s  Pierce  Oil  Company — also  a 
Standard  concern — are  the  only  oil  companies  operating  tank  cars  on 
the  lines  of  the  Southern  Pacific  Company  and  the  Santa  Fe,  on  the 
Placific  coast,  which  receive  three-fourths  cent  p>er  mile  on  both  loaded 
and  empt}'  cars.  ' 

Similar  discriminations  in  the  mileage  allowance  are  practiced  by 
some  of  the  transcontinental  s^'stems  traversing  the  Northwestern 
State^. 

A  more  serious  discrimination  in  the  treatment  of  tank  cars  occurred 
in  California  some  years  ago,  when  the  Southern  Pacific  Company 
declined  to  haul  private  tank  cars  for  certain  shippers  unless  the  rail- 
road was  allowed  to  use  t^m  for  its  general  traftic,  the  owner  sur- 
rendering  alPcontrol.  The  Southern  Pacific~Company  endeavored 
to  enforce  the  same  terms  uiK)n  the  Union  Tank  Line  Company,  the 
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Standard  concern,  but  the  latter  insisted  on  being  allowed  to  operate  a 
certain  number  of  its  cars  to  be  used  exclusively  in  its  business  and 
subject  to  its  own  control.  Just  about  this  time  the  Union  Tank  Line 
Company,  which  had  for  ^Jeveral  years  leased  about  3()i)  of  its  cars  to  the 
Southern  Pacific,  to  be  used  by  oil  shippers  generally,  demanded  their 
withdrawal.  The  matter  was  compromised  by  allowing  the  Southern 
Pacific  Company  to  retain  these  cars  for  six  months,  during  which  it 
might  provide  a  supply  of  its  own,  at  the  same  time  allowing  the 
Union  Tank  Line  Company  the  exclusive  control  of  certain  other  cars. 
This  withdi'awal  of  Union  Tank  Line  cars  occurred  in  1901,  almost 
coincident  with  the  purchase  by  the  Standard  of  a  controlling  interest 
in  the  Pacific  Coast  Oil  Company,  and  it  was  at  this  time  that  the 
Standard  first  began  to  purchase  California  crude  oil  on  an  extensive 
scale. 

At  the  time  these  cars  were  withdrawn  the  California  railroads  did 
not  have  a  supply  of  tank  cars  suflScient  to  meet  the  requirements  of 
the  oil  business  and  the  production  of  oil  was  increasing  very  rapidly. 
The  result  of  this  withdrawal  was  to  demoralize  the  fuel-oil  market 
of  California  and  to  force  many  large  independent  producers  of 
crude  oil,  which  had  been  dependent  upon  Union  Tank  Line  cars 
for  transportation,  to  abandon  contracts  with  consumers.  Many  of 
the  contracts  thus  lost  were  secured  b\'  the  Standard  Oil  Company. 
This  withdrawal  also  contributed  to  seriously  depress  the  price  of 
crude  oil,  since  producers,  being  thus  deprived  of  a  means  of  reach- 
ing markets,  had  only  the  choice  of  selling  their  production  at 
prices  which  the  Standard  or  one  or  two  other  large  companies 
having  cars  would  name,  or  else  closing  down  their  wells.  The 
latter  course  was  obviously  impracticable.  This  shortage  of  equip- 
ment also  operated  to  the  advantage  of  the  railroads  themselves 
by  enabling  them  to  buy  oil  for  their  own  use  at  reduced  prices. 
The  result  of  this  action  of  the  Union  Tank  Line  Companj-  and  the 
accompan3^ing  failure  of  the  railroads  to  provide  a  sufficient  number 
of  tank  cars,  has  been  to  inflict  serious  and  permanent  injury  upon 
independent  oil  producers  of  California. 

Furthermore,  after  California  railroads  had  purchased  an  additional 
supply  of  tank  cars,  they  discriminated  in  the  allotment  of  these  cars 
among  shippers.  This  was  especially  true  of  the  Southern  Pacific  Com- 
pany. That  company,  it  will  be  remembered,  is  a  large  stockholder  in 
the  Associated  Oil  Company,  one  of  the  largest  producers  of  crude  oil 
on  the  Pacific  coast.  The  favoritism  shown  by  the  Southern  Pacific 
Company  in  furnishing  cars  to  this  company,  while  it  failed  to  provide 
an  adequate  supply  for  its  competitors,  is  one  of  the  principal  griev- 
ances of  California  oil  producers. 
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NATXJKAL  ADVANTAQES  OF  THE  STANDAKD  OIL  COMPANY. 

The  Standard  Oil  Ck)mpany,  by  reason  of  its  vast  resources,  its  eflS- 
cient  organization,  and  its  extensive  facilities,  has,  apart  from  tniflBc 
discriminations,  advantages  in  transportation  which  are  now  commonly 
spoken  of  as  natural.  These  so-called  natural  advantages  are,  in  fact, 
at  least  partly  the  result  of  the  notorious  railroad  discriminations 
of  early  days,  which  the  Bureau  has  not  considered  it  necessary  to 
discuss,  and  of  methods  of  competition  which  will  be  more  fully 
described  in  a  subsequent  report;  although  due  credit  must,  of  course, 
be  given  to  the  exceptional  business  ability  and  enterprise  of  those 
who  have  created  and  directed  this  great  corporation. 

Chief  among  the  advantages  which,  aside  from  present  railroad  dis- 
criminations, the  Standard  possesses  are  the  immense  pipe-line  systems 
of  the  company,  which  enable  it  at  low  cost  to  collect  crude  oil  at 
highly  favorable  locations  for  refining.  The  great  majority  of  the 
competitors  of  the  Standard  are  located  in,  or  very  near  to,  oil-pro- 
ducing territories,  and  are  thus  dependent  upon  railroads  for  the  trans- 
portation of  oil  almost  the  entire  distance  from  the  wells  to  the  final 
consumer.  The  Standard  Oil  ('ompany,  on  the  other  hand,  often 
transports  its  crude  oil  hundreds  of  miles  in  pipe  lines  in  order  to  refine 
it  at  points  much  nearer  to  great  consuming  markets. 

The  advantiiges  of  a  pipe  line  over  a  railroad  in  the  transportation 
of  oil  can  hardly  be  ov(»rstated.  A  liberal  estimate  of  the  cost  of  pip- 
ing crude  oil  from  the  fields  of  western  Pennsylvania  to  the  Atlantic 
seaboard,  for  instance,  would  be  not  more  than  10  cents  a  barrel, 
including  interest  and  depreciation,  whereas  the  railroad  charge  is 
more  than  four  times  that  amount.  An  illustration  of  the  economy  of 
this  method  of  transportation  is  seen  in  the  fact  that  to-day  the  crude 
oil  of  Indian  Territory  is  piped  underground  more  than  1,500  miles 
to  the  Standard's  great  refineries  at  New  York  Harbor.  The  cost  of 
transportation  by  railroads  for  such  a  distance  would  be  prohibitive. 

Aside  from  the  opportunity  of  selecting  favorable  refining  locations 
a8  a  result  of  the  ownership  of  pipe  lines,  the  Standard  has  a  distinct 
advantage  in  the  possession  of  a  large  number  of  plants.  With  but 
two  or  three  exceptions  no  independent  refiner  has  more  than  one 
plant,  and  none  has  more  than  three.  The  Standard,  on  the  other 
hand,  owns  or  controls  the  output  of  22  refineries  in  12  different  States, 
scattered  from  New  York  Harbor  to  San  Francisco  Bay  and  from  the 
Great  Lakes  to  the  (Julf  of  Mexico.  The  locations  of  these  plants 
have  evidently  been  selected  with  a  view  to  obtaining  a  strategic  posi- 
tion in  respect  to  transportation. 

The  chief  center  of  competing  refining  operations  is  in  the  north- 
west corner  of  Pennsylvania  and  in  Ohio.  In  this  immediate  vicinity 
the  Standard  Oil  Company  has  several  plants,  while,  in  addition,  the 
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independent  refineries  of  the  interior  are  practically  encircled  by  those 
of  their  powerful  competitor.  On  the  Atlantic  seaboard  the  Standard 
as  no  less  than  seven  refineries,  whereas,  on  account  of  prohibitive 
rail  and  pipe  line  charges  on  crude  oil,  the  independent  refiners  as  a 
rule  are  practically  unable  to  maintain  plants  at  tidewater.  There  are 
but  four  independent  refineries  on  the  Atlantic  coast,  and  one  of  these 
did  not  commence  active  operations  until  the  middle  of  1904.  In  the 
interior  the  huge  refinery  of  the  Standard  Oil  Compan}^  at  Whiting, 
Ind.,  is  considerably  nearer  than  those  of  most  competitors  to  the  great 
markets  of  the  West,  while  its  new  plants  in  Kansas  and  Missouri 
are  still  closer  to  important  consuming  territories.  The  Standard, 
moreover,  con_t]:als  tho  output  of  two  important/Texas  concerns  and  of 
both  the  refineries  of  Colorado — the  only  ones  in^ope~fation  between 
Kansas  and  California. 

That  the  competitors  of  the  Standard  Oil  Company  have  failed  to 
follow  it  in  securing  similar  favorable  locations  for  their  refineries  was 
due  not  to  choice  but  largely  to  necessity.  In  the  first  place,  while 
the  pipe  lines  of  the  Standard  in  the  Northeastern  States  are  nominally 
common  carriers,  the  independent  refiners  can  not  avail  themselves 
of  these  pipe  lines  to  transport  crude  oil  to  strategic  points,  like  the 
seaboard,  or  the  vicinity  of  Chicago,  because  of  prohibitive  charges. 
The  pipage  rates  to  outside  shippers  are  several  times  the  actual  cost 
of  shipment  to  the  Standard.  Thus  the  charge  from  western  Penn- 
sylvania to  the  seaboard  is  45  cents  per  barrel,  or  precisely  the  same 
as  the  railroad  freight  i-ate.  Rail  rates  on  crude  oil,  instead  of  being 
reduced  to  put  the  shipper  more  nearly  on  a  par  with  the  owner  of 
trunk  pipe  lines,  have  usually  been  kept  as  high  as  the  rates  on  the 
more  valuable  refined  products,  and  have  even  been  advanced  in  some 
cases  after  the  Standard  Oil  Company  began  to  operate  its  pipe  lines. 

Nor  has  the  failure  of  independent  shippers  to  construct  pipe  lines 
of  their  own  been  due  wholly  to  lack  of  enterprise  on  their  part.  It 
is  obvious  that  the  construction  of  a  vast  pipe-line  system  requires  an 
amount  of  capital  far  be\^ond  the  resources  of  the  average  independent 
refiner.  This  method  of  transportation  for  long  distances  is,  in 
fact,  economical  only  where  the  volume  of  traffic  is  great.  The 
methods  of  competition  practiced  by  the  Standard  Oil  Compan}^  have 
prevented  its  competitors  from  building  up  a  business  sufficient  to  jus- 
tify such  an  outlay.  An  attempt  was  made  in  the  case  of  one  important 
independent  pipe-line  enterprise — that  of  the  United  States  Pipe  Line 
Company — to  avoid  this  difficulty  by  cooperation,  but  it  was  only  after 
nine  years  of  large  expenditure  and  constant  struggle  against  opposi- 
tion of  both  the  Standard  Oil  Company  and  the  railroads  that  this 
company  finally  completed  its  line  to  tidewater,  and  this  line  is  a 
very  small  one  compared  with  those  of  the  Standard.  An  earlier 
enterprise,  that  of  the  Tide  Water  Oil  Company,  which  laid  the  fii-st 
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pipe  line  to  the  seaboard,  was  so  bitterly  attacked  by  the  same  inter- 
ests that  it  speedily  surrendered  to  the  Standard  Oil  Company. 

These  advantages  of  the  Standard  Oil  Company  would,  therefore, 
alone  give  it  a  highl}'  favorable  position  in  the  oil  industry.  To  a 
certain  extent,  a  natural  policy  of  railroads  would  be  to  neutralize 
these  advantages  by  giving  favorable  rates  to  the  smaller  refiner. 
The  Standard  Oil  Company,  through  its  pipe  lines  and  its  fleets  of 
oil-carrying  vessels,  is  an  active  and  powerful  competitor  of  the  rail- 
roads. Except  in  the  Texas  and  California  fields,  it  has  already  taken 
the  transportation  of  crude  oil  almost  wholly  away  from  rail  carriers. 
The  fundamental  duty  of  a  common  carrier  is,  of  course,  to  provide 
transportation  facilities  without  discrimination  in  favor  either  of  the 
small  or  of  the  large  shipper.  But  at  least  it  might  be  expected  that 
the  railroads  would  seek  to  build  up,  by  all  proper  means,  the  devel- 
opment of  independent  enterprise  in  the  petroleum  industry,  which 
would  furnish  them  most  traflBc,  because  more  largely  dependent  on 
rail  transportation. 

The  general  policy  of  the  railroads  with  regard  to  other  freight 
traffic  has  been  to  equalize  conditions  of  competition  in  given  markets 
by  the  use  of  commodity  rates  relatively  more  favorable  to  distant 
producing  points  than  to  the  nearer  producing  points.  If  this  policy 
had  been  pursued  in  the  case  of  oil,  it  would  have  been  to  the  material 
advantage  of  the  independent  producer  and  refiner,  and  would  have 
tended  to  offset  the  natural  advantages  of  the  Standard.  But  it  appears 
that  in  the  case  of  the  oil  industry  this  policy  has  been  generally 
reversed  and  natural  disadvantages  of  the  independent  have  been 
enormously  increased. 

O 

S.  Doc.  42S,  59-1 4 


V.L. 


REPORT 


OF  THE 


COMMISSIONER  OF  CORPORATIONS 


ON  THE 


TRANSPORTATION  OF  PETROLEUM 


MAY  2,  1906 


WASHINGTON 
GOVERNMENT   PRINTING  OFFK  F 

1906 


■'  I 


CONTEISTTS. 


Letters  of  transmittal xvii 

Letter  of  submittal xix 

SUMMARY. 

Secret  and  semisecret  rates 2 

Secret  State  rates 3 

Use  of  secret  State  rates  on  interstate  shipments 3 

Secret  interstate  rates  not  filed 4 

Virtual  secrecy  of  filed  rates 5 

Blind  billing  and  false  billing 7 

Inadequacy  of  present  re<iuirement«  in  securing  publicity  of  rates 8 

Leading  instances  of  secret  discriminations 8 

Secret  Glean  rates 8 

Secret  rates  on  less-than-c^rload  lots  in  Vermont 11 

Secret  (Irand  Junction  rate 12 

Secret  Evansville  rate 12 

Secret  Ksa^t  St.  Louis  rate 13 

Secret  rate  combination  into  Ix)uisiana 14 

Abnormal  rate  combination  into  Indian  Territory  points 15 

Abnormal  basis  of  rates  from  Xeodesha  to  M  issouri  i)oints 15 

Secret  rates  and  n*l)ates  in  California 16 

Secret  rates  from  Bakersfield  to  northern  California  points 17 

Secret  rates  from  Bakersfield  to  San  Diego 17 

Secret  rates  from  Kedondo 18 

Secret  rates  to  sugar  refineries 19 

Other  8|)ecial  rates  in  California 19 

Possibility  of  further  discriminations 20 

Discrimination  in  the  o|»en  arrangement  of  rates 20 

Discrimination  Ix'tween  Whiting  and  cimipeting  refining  jwints 21 

Al)sence  of  prorating  arrangements  in  New  England 23 

Advantages  of  the  Olean  and  Rochester  plants  of  the  Stamlard  Oil  Com- 
pany    24 

Open-rate  discriminations  in  the  Kansas  field 24 

Discrimination  in  classification  and  rules  of  shipment 25 

Discrimination  in  arbitrary  weights  on  Kansas  oil 26 

Diecriminaticms  in  the  treatment  <>f  private  cars 27 

Natural  a'lvantuges  of  the  Stan<lard  Oil  Company 29 

III 


IV  CONTENTS. 

CHAPTER  I.— GENERAL    CONDITIONS  OF  OIL  TRANS- 
PORTATION. 

I.    INTRODUCTION. 

Page. 

Sec.    1.  Importance  of  transportation  charges 33 

ir.    GENERAL   METHODS   OF  TRANSPORTATION    AND   RATE-MAKING. 

Sec.    2.  Pipe-line  transportation 36 

3.  Methods  of  rail  transportation 37 

4.  Methods  of  water  transportation 39 

5.  Class  and  commodity  rates 40 

Class  rates 40 

Commodity  rates 43 

6.  Less-than-carload  rates 43 

III.    LOCATION    OF    REFINERIES    IN    RELATION    TO    TRANSPORTATION 
CONDITIONS. 

Sec.    7.  Location  of  the  Standard  Oil  Company's  refineries  with  respect  to  the 

transportation  of  crude  oil 44 

8.  Basis  for  defining  areas  of  distribution  of  products  from  refineries 49 

9.  Quantity  of  refined  oil  produced  by  the  several  refineries 51 

10.  Territorial  distribution  of  refined  oil  by  the  Standard  Oil  Company..  53 

Sources  of  information 53 

Description  of  territories 54 

11.  Location  of  competing  refineries 56 

Relative  importance  of  the  Standard  Oil  Company's  competitors.  56 

Geographical  distribution  of  competing  refineries 57 

12.  Natural  advantages  of  the  Standard  Oil  Company  in  transportation..  60 

Advantages  due  to  geographical  distribution  of  refineries '. .  60 

Advantages  due  to  pipe-line  transportation 60 

IV.    DISCRIMINATION    BETWEEN   STANDARD   AND  COMPETITIVE   SHIPPING 

POINTS. 

Sec.  13.  Adoption  of  the  policy  of  discrimination  between  places,  and  its  gen- 
eral significance 62 

14.  Principles  for  determining  the  reasonableness  of  railroad  rates 65 

Relation  of  distance  to  rates 66 

Class  rates  as  a  basis  of  comparison 68 

15.  Prorating,  or  the  making  of  joint  through  rates 70 

16.  Distances  reached  by  Standard  and  its  competitors  on  given  rates 70 

V.    SECRET   RATES,    AND   THE   MANNER   OF   ARRAN<JING   THEM. 

Sec.  17.  Importance  of  secret  rates  and  evidence  as  to  their  secrecy 72 

Secret  intrastate  rates 74 

Use  of  State  rates  in  connection  with  interstate  shipments 74 

18.  Methods  use<l  to  conceal  rates 75 

Relmtes  and  claim  payments 76 

Blind  billing ' 76 

False  waybilling  and  shii)ping  records 78 

VI.    TANK-CAR    AND    PACKA(;E   SHIPMENTS. 

Sec.  19.  Discrimination  in  rates  between  oil  in  tank  cars  and  in  l)arrels 79 

20.  Advantage  of  tank-car  shipper  over  barrel  shipi)er  where  rates  are 

same  per  unit  of  freight 81 


CONTENTS.  V 
CHAPTER  II.— MIDDLE  ATLANTIC  STATES. 

I.    ADVANTAGEOUS   LOCATION    OF   THE   STANDARD   OIL   COMPANY'S   REFINERIES. 

Page. 

Sec.    1.  Independent  refineries  chiefly  located  in  western  Pennsylvania 84 

2.  Location  of  the  Standard  Oil  Comi)any's  eastern  refineries 84 

3.  Reasons  for  failure  of  indei)endent  refiners  to  locate  at  tidewater 86 

4.  Pooling  agreement  between  National  Transit  Company  and  Pennsyl- 

vania Railroad  Company 89 

5.  Rail  rates  on  crude  and  refined  oil  from  western  Pennsylvania  to  the 

seaboard 90 

II.    SECRET   RAILROAD   RATES. 

Sec.    6.  Secret  rates  of  the  Pennsylvania  Railroad 92 

Olean- Rochester  rate 94 

Olean-Genesee  Junction  rate 97 

Olean-Buffalo  rate * 97 

Buffalo-Rochester  rate 100 

Use  of  secret  rates  on  oil  from  Olean  destined  to  points  beyond 

Rochester,  Genesee  Junction,  and  Buffalo 100 

History  of  secret  rates  used  in  connection  with  blind  billing 101 

PHiblished  rates  used  in  connection  with  blind  billing 103 

Other  unpostt?d  oil  rates 104 

7.  Blind  billing  of  oil  by  the  Erie  Railroad  Company 104 

8.  New  York  Central 106 

III.    USE   OF  SECRET   RATES   ON    INTERSTATE   BISINESS    INTO   VERMONT. 

Sec.     9.  Publishe<l  rates  into  Vermont 107 

10.  Use  of  secret  Olean-Rochester  rate  on  interstate  business 108 

Rochester-Norwood  rates 109 

11.  Rates  over  the  Rutland  and  Central  Vermont  railroads,  from  Nor- 

wood!, N.  Y.,  to  Burlington,  Rutland,  and  Bellows  Falls,  Vt 110 

Rate  made  applicable  to  oil  in  barrels Ill 

12.  Comparison  of  rates,  oi»en  and  secret,  into  Vermont Ill 

13.  History  of  the  Norwood  rate 113 

14.  Evidence  of  the  secret  nature  of  the  rates  l)eyond  Rochester 117 

15.  Discrimination  in  local  rates  from  Burlington  to  Vermont  points 121 

Rates  on  full  tank-car  shipments 124 

16.  Net  a<lvant4ige  of  the  Standard  Oil  Company  over  competitors  on 

shipments  to  Vermont 126 

Advantage  of  Standard  on  less  than  carloads 128 

17.  Use  of  secret  rates  on  shipments  to  Canada 129 

IV.    OPEN    AKKANGEMENT   OF    RATES. 

Sec.  18.  Rates  fn»m  olean  and  Buffalo  compared  with  those  from  Bradford...  129 

Coinparis<jn  of  rates  i)er  t(m  iht  mile 132 

C<)mparison  with  fifth-class  rates 132 

19.  Rates  from  Rochester  and  Warren 134 

Comparison  on  ton-mile  basis 135 

Al))any  an<l  other  jwjints  on  the  Delaware  and  Hudson 135 

.Icrsey  City,  Trenton,  Paterson,  and  neighlM>ring  points Ky> 

New  Kii^land  points 1.36 

Hates  from   HiH-hester  to  IMnladelphia  and  neighl>oring  terri- 
tory    13«) 

Western  points .• 136 

Coinparis«>n  with  fifth-class  rates 137 


VI  CONTENTS. 

Page. 

Sec.  20.  Comparison  of  rates  from  refining  points  in  the  Oil  City  district 138 

21.  Lighterage  absorptions  in  New  York  Harbor  and  terminal  absorptions 

at  Constable  Hook 138 

22.  Summary  and  general  rate  comparisons 141 

CHAFFER  III.— ATLANTIC  COAST  TERRITORY. 

I.    NEW    EN'GLANI). 

Sec.    1.   Use  of  water  transportation  in  delivering  oil  to  New  England  i)ointa. .  148 
"^?r  Refusal  of  the  New  York,  New  Haven  and  Hartford  Railroad  Com- 
pany to  prorate  on  oil 150 

Admitted  advantage  to  Standard    Oil   Company  of   refusal   to 

prorate 152 

Explanation  of  the  New  Haven  system  of  its  refusal  to  prorate. . .  153 

Position  of  the  Interstate  Commerce  Conmiission 154 

3.  Prorating  arrangements  and  rates  of  the  Boston  and  Maine  Railroad 

Company 155 

Territory  to  which  there  are  no  prorating  arrangements  on  oil..  155 
Comparison  of  oil   rates  from  Boston   and   Beverly  to  various 

points 157 

4.  Comparison  of  oil  rates  and  fifth-class  rates  from  Standanl  shipping 

points  and  from  competing  refining  points 158 

5.  Prorating  arrangements  of  Vermont  roads 161 

6.  Other  opt»n  discriminations  in  rates  into  Vermont 164 

Rate  from  New  London  to  Burlington 164 

Rat^s  from  Boston  to  Bellows  Falls 165 

7.  Set*ret  and  special  rates  of  New  England  railroads 166 

Special  rates  of  the  New  York,  New  Haven  and  Hartford 166 

Special  rates  of  the  Boston  and  Maine  system 167 

Special  rate  of  the  Maine  Central 170 

8.  Absorption  of  switching  charges 170 

9.  Summary  as  to  New  England 172 

ir.    RATES  ON    PETROLEUM   TO    POINTS    IN   THE  SOUTH    ATLANTIC  STATES. 

Sec.  10.  Rates  to  points  on  the  coast 172 

11.  Rates  to  the  interior  from  the  Standard's  coast  supply  stations 174 

12.  Advantage  of  Whiting  over  Pennsylvania  refining  points 176 

CHAPTER  IV.— NORTH  CENTRAL  STATES. 

Sec.    1 .  General  conditions  of  oil  transportation 179 

I.  COMPARISON    OF    RATES     FROM    WHITINCi     EAST     AND     FROM    COM- 

PETING   REFINERIES    WEST   TO    INTERMEDIATE    POINTS. 

Sec.    2.  I^ke  Sh^re  and  Michigan  Southern  liail way 181 

3.  Pennsylvania  lines 184 

4.  Injustice  of  rate  adjastment 186 

II.  COMPARISON    OF    RATES    FROM    WHITINC.     AND    FROM     COMPETlNCt 

REFININCt    POINTS   TO    OHIO    RIVER   CROSSINCJM. 

Sec.    5.  Comparison  of  rates  and  distances 187 

6.  Comparison  with  fifth-class  rates 190 

7.  Injustice  of  rate  adjustment 191 

Tse  of  Cincinnati  rate  to  pther  Ohio  i>oint8  on  shipments  from 

Whiting 192 


CONTENTS.  VII 

III.  RATEH    FROM    WHITING    AND   FROM    COMPETING   REFINERIES  TO 

LOWER   MICHIGAN. 

Page. 

Sec.    8.  Comparison  of  rates  and  distances 193 

9.  Comparison  on  tfie  basis  of  fifth-class  rates 196 

10.  IJnreiisonableness  of  differences 198 

IV.  RATES  FROM    WHITING    AND  FROM   COMPETING  REFINERIES   INTO 

INDIANA. 

11.  Comparison  of  rates  and  distances 200 

12.  Comparison  on  the  basis  of  fifth-class  rates 203 

13.  Tariffa  of  the  Chicago  and  Eastern  Illinois  Railroad  to  Indiana  points.       206 

V.  R.\TE8   FROM    WHITING  AND    FROM  COMPETING    REFININ(i    POINTS 

INTO   ILLINOIS. 

Sec.  14.  Comparison  of  rates  in  relation  to  distances 208 

15.  Discussion  of  reasonableness  of  rate  adjustments 211 

16.  Publicity  or  secrecy  of  rates 212 

VI.    CONCLCSION. 

Sec.  17.  General  comparison  of  rates  in  the  Central  Freight  Association  ter- 
ritory         21 3 

CHAPTER  v.— WESTERN  AND  NORTHWESTERN  STATES. 

I.    GENERAL   CONDITIONS   OF  OIL   TRANSPORTATION. 

Sec.  1.  Source  of  oil  supply 225 

2.  Absence  of  through  rates  or  prorating  arrangements 226 

3.  Rates  from  eastern  refineries  to  Chicago,  Peoria,  and  East  St.  Louis...  227 

4.  Effect  of  the  absence  of  prorating  on  rates  to  the  Middle  W^est 2^10 

Points  on  the  Mississippi  River 230 

Points  beyond  the  Mississippi  River 232 

5.  Rates  to  the  Northwest 235 

6.  Rates  to  Pacific  coiU*t  terminals 237 

7.  Dis<!U.«<sion  of  the  f)olicy  of  the  western  railroads 238 

II.    SPECIAL   C.\SK.S   OF    DI^CRIMlNATION. 

Sec.  8.  Rates  on  Chicago,  Burlington  and  Quincy  Railway  from  Whiting  to 

Galesburg  and  Monmouth 240 

9.  Chic^o  and  Northwestern  and  Chicago,  Milwaukee  and  St.  Paul  rail- 
ways        242 

CHAITER  VI.— SOl'TH  CENTRAL  STATES. 

I.    GENERAL    STATEMENT   OF   CONDITIONS. 

Sec.  1.  Geographical  relation  of  refineries  t<»  southern  markets 245 

2.  General  nature  of  advantages  of  Stamlard  C)il  Company 246 


VIII  CONTENTS. 

II.    THE   GRAND  JCNCTION   CX>MBINATION. 

Pasre 

Sec.  3.  Method  of  arranging  the  pecret  combination 248 

Published  tariff  ratei? 248 

Division  sheet  of  the  Southern  Railway 250 

Secret  tariffs  from  Whiting  to  Grand  Junction 250 

4.  Gain  to  the  Standard  Oil  Company  by  the  Grand  Junction  combination.  252 

5.  Comparison  of  rates  from  Whiting  and  from  competing  points 254 

Comparison  of  rates  and  distances 254 

Comparison  of  rates  per  ton  per  mile 256 

Comparison  of  oil  rates  and  class  rates f 257 

6.  Shipments  on  other  rates  to  points  covered  by  Grand  Junction  combi- 

nation    259 

7.  Methods  of  billing  and  accounting  on  shipments  via  Grand  Junction..  261 

Blind  billing 261 

Method  of  rebilling  oil  at  Grand  Junction 262 

Collection  vouchers 264 

8.  Evidence  of  secrecy  and  illegality 265 

Use  of  the  proportions  south  of  Grand  Junction 265 

Secrecy  of  the  13-cent  rate 268 

9.  Evidence  of  collusion  by  the  Standard  Oil  Company  to  evade  pub- 

lished rates 269 

10.  Use  of  Grand  Junction  rate  in  connection  with  shipments  to  Mem- 
phis   274 

III.    COMBINATION    BASED  ON   SECRET   RATES   FROM    WHITING   TO   EVANSVILLE, 

Sec.  11.  Published  and  secret  tariffs  on  oil  from  Whiting  to  Evansville 275 

12.  Methods  of  billing  and  collection  designed  to  conceal  rates 279 

False  rates  entered  on  waybills 279 

13.  Complicity  of  Standard  Oil  Company  in  secrecy  of  Evansville  rates. .  282 

14.  Volume  of  business  affected  by  secret  Evansville  rates,  and  saving  to 

the  Standard  Oil  Company 284 

15.  Comparisons  of  rates  from  Whiting  based  on  Evansville  combination 

with  rates  from  independent  refining  points 285 

Significance  of  the  6-cent  rate 286 

Comparison  of  rates  and  distances 286 

Comparison  of  rates  per  ton  per  mile 287 

Comparison  of  oil  rates  with  class  rates 288 

IV.    DISCRIMINATIONS   IN    PUBLISHED    RATES  'O   POINTS  ON    THE   LOWER 
MISSISSIPPI    RIVER    AND  THE   GULF. 

Sec.  16.  Comparison   of  rates  and  distances   from  W^hiting  and   competing 

refineries 289 

1 7.  Injustice  of  existing  rate  adjustment 291 

V.  SUMMARY   COMPARISON    OF    FORMER    RATES    FROM    WHITING   WITH    RATES 

FROM    COMPETITIVE   REFINERIES. 

Sec.  18.  General  rate  tables,  1904 293 

19.  Effect  of  these  discriminations — monoix)ly 302 

VI.  COMPARIS<JN    OF    PRESENT   OPEN    RATES    FROM    WHITING    AND   COMPETING 

REFINING    POINTS   TO   THE   SOUTH. 

Sec.  20.  Comparison  of  rates  and  distances 305 

21 .  Un  reasonableness  of  present  rate  adjustment 808 


CONTENTS.  IX 

VII.    DISCRIMINATIONS  IN   FAVOR  OF  THE  STANDARD  REFINEKV  AT  PARKERS- 

BL'R(J,  NV.   VA. 

Pase^ 
Sec.  22.  Comparison  with  rates  from  Marietta  and  other  competing  refining 

points 309 

VIII.    RULES   OF  SOUTDERN   RAILWAYS   REGARDING   OIL  TRAFFIC. 

Sec.  23.  Less-than-carload  rates  and  restriction  on  the  use  of  mixed  carloads. .  313 

CHAPTER  VII.— SOUTHWESTERN  STATED. 

Sec.    1.  General  statement  of  conditions 315 

I.    RATE  TO   EAST  ST.   LOUIS. 

Sec.    2.  General  statement 316 

3.  Saving  to  the  Standard  Oil  Company  from  the  secret  East  St.  Louis 

rate 317 

4.  Comparison  of  rate  from  Whiting  to  East  St.  Ixmis  with  rates  from 

competing  refining  centers 319 

Comparison  of  oil  rates  with  cla.«s  rates 320 

Changes  in  rates  to  East  St.  Louis 322 

5.  Alj8ori)tion  of  switching  and  its  effei^t  on  revenues 322 

6.  Published  and  secret  tariffs  on  oil  from  Whiting  to  East  St.  Louis  . . .  324 

Tariffs  naming  an  18-cent  rate  on  oil 324 

Secret  tariffs  of  the  Chicago,  Burlington  and  C^uincy  Railway: . . .  325 

Published  and  secret  tariffs  of  the  Chicago  and  Alton  Railway. . .  327 

Chicago  and  Eastern  Illinois  Railroad 329 

7.  Movement  of  interstate  traffic  on  East  St.  Louis  rate ...  3,30 

Shipments  from  W^  hi  ting  to  points  in  Illinois 330 

Large  volume  of  shipments  from  Whiting  to  St.  Louis  proper 331 

Shipments  via  P^st  St.  I>ouis  to  other  points 331 

8.  Methods  of  way  billing  and  collection 333 

Chicago  and  Alton 333 

Chicago  and  Eastern  Illinois 334 

Chicago,  Burlington  and  Quincy 335 

9.  Summary  of  evMence  as  to  secrecy  of  the  East  St.  Louis  rate 335 

Chicago  and  Alton 336 

Chicago  and  Eastern  Illinois 337 

Chicago,  Burlington  and  Quincy 339 

10.  Complicity  of  the  Standard  Oil  Comj)any  in  secrecy 'HO 

II.    GENERAL    RATE  CONDITIONS   IN    SOUTHWESTERN   TERRITORY. 

Sec.  11.  Failure  of  southwestern  lines  to  prorate  on  oil 345 

Territory  to  which  through  rates  are  not  named  from  Whiting  . .  IW6 

Territory  to  which  through  rates  are  name<i  from  W'hiting 348 

12.  Compariwjn  of  oil  rates  with  cla*-'s  rates 349 

III.    SPECIAL   RATE  CX)NDITIONS   IN   THE  SOUTHWEST. 

Sec.  13.  Less-than-carload  rates  on  oil  in  iron  l>arrels  and  wooden  barrels 'io4 

Arbitrary  weights  on  oil  in  iron  liarrels  and  wooilen  barrels 357 

14.  Piping  of  oil  under  the  Missis-^ippi  River  at  St.  Louis 358 

15.  Rates  from  Whiting  to  Springfield  and  other  southwesteni  Missouri 

I)oints 1^60 

16.  Abnormal  rate  combinations  by  way  of  Springfield,  Mo 362 

17.  Secret  rates  to  and  by  way  of  Alexandria,  La .'W5 


X  CONTENTS. 

CHAPTER  VIII.— KANSAS-TERRITORY  FIELD. 

I.    RATES   AND   RATE   CHANGES. 

Page. 

Sec.  1.  Changes  in  rates  to  Kansas  City  and  St.  Louis 370 

2.  Rates  on  crude  oil 372 

3.  Kansas  statutory  rates 374 

4.  Rates  from  Xeodesha  to  southwestern  Missouri  points 376 

II.    ARBITRARY    WEIGHTS   ON   CRUDE   OIL   AND   ITS   PRODUCTS. 

Sec.  5.  Arbitrary  weights  in  general 384 

6.  Increase  of  the  arbitrary  weight  of  Kansas  crude  oil 385 

7.  Actual  weights  of  crude  oil,  gas  oil,  and  fuel  oil , .  387 

8.  Effect  of  arbitrary  weights  on  competition  between  crude  oil  and  fuel 

oil 388 

9.  Action  of  railroads  respecting  arbitrary  weight  of  gas  oil  and  fuel  oil  . .  390 

CHAPTER  IX.— CALIFORNIA. 

I.    DISTINCTIVE    FEATURES   OF  THE   CALIFORNIA    OIL   PROBLEM. 

Sec.  1 .  Peculiar  relations  of  railroads  to  the  industry 394 

Railroads  as  large  consumers  of  fuel  oil 394 

Railroads  as  large  producers  of  crude  oil  .   394 

Railroads  as  carriers  of  crude  oil 395 

Interests  of  Standard  Oil  capitalists  in  the  railroads 395 

Complications  arising  from  these  relationships 396 

2.  Principal  oil  fields  and  refining  centers  of  California 396 

3.  Pipe  lines  on  the  Pacific  coast S9S 

Pacific  Coast  Oil  Company  prohibited  under  contract  from  acting 

as  a  common  carrier 399 

4.  Water  transportation  of  oil 400 

5.  Other  comi^etitive  methods  of  transportation 400 

6.  Prices  of  crude  oil  and  general  considerations 401 

II.    EXTENT   AND    FORM    OF    DISCRIMINATIONS    IN    OIL   RATES. 

Sec.  7.  Widesi)read  belief  in  existence  of  such  discriminations , 40*^ 

8.  Form  of  rate  discriminations  on  the  Pacific  coast 403 

in.    SECRET   RATES   AND    REBATES   OF   THE   SOUTHERN    PACIFIC    COMPANY. 

Sec.  9.  Rates  from  Bakersfield  to  various  i)oints 406 

Secret  rates  to  Keswick 40() 

Secret  rates  to  Redding,  Red  Bluff,  and  Middle  Creek 408 

Secret  rates  to  Anderson  and  Lamoine 410 

Secret  rate  to  Floriston 410 

Secret  rate  to  Boca 411 

Secret  rate  to  Chico 411 

Secret  rate  to  Oxnard 411 

Secret  rate  to  Betteravia 412 

Secret  rate  to  Spreckefs 412 

Secret  rate  to  Salton 413 

10.  RateH  from  Kichmoiid 413 

Secret  rate  to  Keswick 413 


CONTENTS.  XI 

Sec.  10.  Rates  from  Richmond — Continued.  page. 

Secret  rates  to  Residing  and  Red  Bluff 415 

Secret  rate  to  Micidle  Creek 415 

Secret  rates  to  Durham,  Chico,  and  Barnards 415 

Secret  rate  to  Lyoth 416 

Rate  to  (iridley 416 

Secret  rate  to  Marysville  on  refined  oil 417 

Secret  rate  to  San  Jose  on  refined  oil 41 7 

11.  Rates  from  Coal inga 418 

Secret  rates  to  Keswick  and  other  jx)ints 418 

Secret  rate  to  Visalia 418 

Secret  rate  to  Reedley 419 

Secret  rate  to  I^cjac ^ 419 

12.  Secret  rate  from  Ix)s  Angeles  to  Salton 419 

13.  Rates  from  Chino 420 

Chino-Los  Angeles  rate 420 

Secret  rate  to  Declez 420 

14.  Secret  rates  from  Fresno  to  Tulare,  Hanford,  and  Visalia 421 

Fresno  to  Tulare 421 

Fresno  to  Hanford 422 

Fresno  to  Visalia 422 

IV.    SECRET    RATES    AND    REBATES   OF  THE  SANTA    FE. 

Sec.  15.  Rates  from  Redondo  to  various  points 422 

Secret  rates  from  Redondo  to  Los  Angeles 423 

Kxplanation  of  this  rate  by  Santa  Fe  and  Standard  Oil  interests.  424 

Use  of  this  special  rate  on  interstate  traffic 425 

Secret  rates  from  Redondo  to  San  Diego 426 

Explanation  of  Santa  Fe  ofificials 428 

Se<Tet  rate  to  San  Bernardino 429 

( )thcr  secret  rates  from  Re<londo 429 

16.  Secret  rates  from  Olinda 429 

Secret  rate  to  I>os  Angeles 429 

Secret  rate  to  Redondo 430 

Secret  rate  to  Inglewood 430 

1 7.  Secret  rates  from  I>os  A ngeles 431 

Secret  rates  to  Redondo 431 

Secret  rates  to  Verdemont  an<l  Devore 431 

Secret  rates  to  A lessandro 431 

18.  Secret  rate  from  Bakersfield  to  San  Diego 431 

Discriminatory  nature  of  this  rate 432 

Kxperience  of  the  I'nion  Oil  Company 432 

Kffect  of  this  secret  rate 4.*i5 

Statement  of  the  .Vssociated  Oil  Conipany 436 

Delivering  oil  for  less  than  the  ojien  freight  rate 4.36 

Application  of  this  rate 43H 

Importance  of  this  special  rate  from  a  money  stan<l|M)int 439 

19.  Secret  rates  of  the  Santa  Fe  from  Baker>ilield  to  Kthanac,  Needles, 

and  Frt'sno 440 

Secret  rule  to  Kthanac 440 

KernMiinrtion  to  Needles 441 

Rate  to  Fre.-n.) 441 

20.  Ratt^  ln»Mi  r.akei^field,  Cal.,  to  Jerome  Junction,  Ariz 441 


XII  CONTENTS. 

• 

V.  OTHER   IRREGULARITIES   AND   RECENT  CHANGES. 

Page. 

Sec.  21.  Irrejjularities  on  the  Salt  Lake  route 442 

Secret  rates  from  Los  Angeles  to  Long  Beach,  Cerritos,  and  Alam- 

itos 442 

Secret  rate  from  East  San  Pedro  to  Riverside 442 

22.  Pacific  Coast  Railway  rates 443 

23.  Aggregate  amount  of  rebates  and  direct  concessions  on  oil 443 

24.  Revision  of  California  oil  rates  since  investigation  was  commenced. . .  444 

25.  Complaints  of  advance  information  of  changes  in  rates 445 

Reduction  of  rate  from  Bakersfield  to  Los  Angeles 445 

Reduction  of  rate  to  Tucson,  Ariz 446 

26.  Rates  from  Bakersfield  to  Phoenix,  Tempe,  and  Mesa  over  the  South- 

em  Pacific 448 

Evidence  of  discrimination  in  this  rate 448 

27.  Explanations  of  favored  interests 449 

28.  Effect  of  these  discriminations 451 

VI.  OPEN    ARRANGEMENT   OF   CALIFORNIA   OIL   RATES. 

Sec.  29.  Crude-oil  rates  from  Bakersfield  to  San  Francisco 452 

Rate  on  crude  oil  from  Bakersfield  to  Los  Angeles 453 

High  charges  for  short  hauls 453 

30.  Arrangement  of  rates  from  Richmond  on  crude  or  fuel  oil 454 

31.  General   arrangement  of   rates  on  crude  oil  to  Arizona  and  other 

distant  points 455 

32.  Rates  on  refined  oil  from  San  Francisco  Bay  points 455 

Rates  on  refined  oil  to  San  Jose 456 

Rates  on  refined  oil  to  San  Luis  Obispo 457 

33.  Switching  charges  on  the  Pacific  coast 458 

Occasional  waiving  of  such  charges 458 

Switching  charges  in  the  Kern  River  field 460 

34.  Discriminations  in  classification 462 

Rates  on  less-than-carload  shipments 462 

Discrimination  in  respect  to  form  of  the  package 462 

VII.    DISCRIMINATIONS    IN   SUPPLY   OF   EQUIPMENT. 

Sec.  35.  Withdrawal  of  Union  Tank  Line  cars 464 

36.  Refusal  to  haul  cars  of  independent  shippers 470 

Experience  of  the  Union  Oil  Company 470 

Exi>erience  of  the  San  Joaquin  Oil  and  Development  Company. .  470 

Experience  of  the  Monte  Cristo  Oil  Company 471 

Experience  of  the  Transport  Oil  Company 472 

Explanation  of  railroad  officers 474 

37.  Complaints  of  car  shortage 475 

Experience  of  the  Uniteil  Oil  Pro<lucers 475 

Answers  of  railroad  to  complaints  of  car  shortage 476 

38.  Charges  that  cars  were  deliberately  kei)t  idle 477 

39.  Unfair  apportionment  of  cars 478 

Complaints  of  independent  prcMlucers 478 

Shipments  of  the  Revenue  Oil  Company 481 

Percentage  of  cars  obtained  by  independent  pro<luc^rs 481 

Effect  of  competition 485 


CONTENTS.  Xlir 

Page. 

8ec.  40.  Effect  of  car  shortage  upon  businese  of  indei)eiulent  prmlucers 485 

Experience  of  the  King-Keystone  Oil  Company 486 

Other  instances 486 

41.  Exi>erience  of  the  Dabney  Oil  Company 488 

42.  Discriminations  in  mileage  payments  on  tank  cars 492 

Southern  Pacific  regulations 492 

Regulations  of  the  Santa  Fe 493 

VIII.    DISCRIMINATIONS    IN  THE  PCRrHASE  OF  RAILROAD  FUEL  SCPPLIKS. 

Sec.  43.  Contract  of  the  Southern  Pacific  Comj)any  with  the  Associated  Oil 

Company 494 

44.  Contract  of  the  Santa  Fe  coast  lines  with  the  Associated  Oil  Company.  495 

45.  Alleged  effort  of  California  railroads  to  dej)ress  prices  in  order  to 

buy  oil  lands  cheaply 498 

Index '. 501 

28489—06 II 


LIST  OF  ILLUSTRATIONS. 


Facing 

Map  jfhowin^  trunk  pi|Hi  linei*  and  refineries  of  the  Standard  Oil  Company  in 

relation  to  the  principal  oil  fields 45 

Map  showing  refinerieH  of  the  Standard  Oil  Company  and  aftiliated  concerns, 

and  areiis  mainly  supplied  with  refined  oil  froin  each,  1904 54 

Map  showinjjT  principal  refineries  in  Northeastern  States,  1904 57 

Diatrram  showing  distance  rates  of  the  Central  Freight  Association 66 

Four  mai)s  and  four  diagrams  showing  extreme  points  reached  from  Whiting 
and  Tole<io,*resj)ectively,  on  an  8-cent,  a  18-cent,  an  IS-cent,  and  a  28-cent 
rate 70,  71 

Mai»  comj)aring  oil  rates  from  Olean,  X.  Y.,  and  from  Struthers  and  Oil  City, 

Pa.,  to  Rochester  and  Buffalo 95 

Map  showing  destinations  in  Xew  York  State  to  which  oil  was  blind-billed 
from  Olean  at  secret  rates  over  the  Pennsylvania  Railn>ad  for  delivery  to 
other  liiK»s  at  Rochester,  Buffalo,  or  ( Jenesee  Junction 101 

Map  comparing  oil  rates  from  Olean  and  from  Oil  City  to  Burlington,  Vt 112 

Maj)  comi)aring  oil  rates  from  Olean,  Buffalo,  and  Rochester,  N,  Y.,  and  from 
Bradford,  Pa.,  to  Albany  and  Xew  York  Harbor, 181 

Comparison  of  oil  rates  from  Rochester,  X.  Y.,  and  from  Warren,  Pa.,  to  Bos- 
ton, Jersey  (Mty,  and  Phila<lelphia 135 

Map  of  the  Xorth  Central  States  showing  Central  Freight  Association  territorv.       179 

Diagram  showing  oil  raU's  from  Whiting  and  from  Pittsburg  to  i>oints  on  the 
Fort  Wayne  route  of  the  Pennsylvania  lines,  and  the  relative  advantage  of 
Whiting  on  a  comparison  with  fifth-cla**s  rates  . 186 

Maj)  comjiaring  oil  nites  from  leading  Standard  and  competing  refining  points 

to  Cincinnati,  Ohio 188 

Mai»  com^taring  oil  rates  fnun  lea<ling  Standard  and  conipeting  refining  points 

to  Louisville,  Ky 188 

Map  comparing  oil  rates  from  leading  Standard  and  compt'ting  refining  j)oints 
to  Kvansville,  I  nd 1 88 

Map  comparing  oil  rates  from  Whiting  and  Toledo  to  points  in  Michigan 195 

Map  comparing  oil  rates  from  Whiting  and  T<>le<lo  to  Terre  Ilaufe  and  Vin- 
eennes,  Ind.,  and  Decatur,  111 202 

Map  of  Southern  States,  showing  territories  supplie<l  by  different  rate  com- 
binations         245 

Map  of  southern  territory  supplied  with  oil  from  Whiting,  Intl.,  via  (iran<l 
Junction,  Tenn.,  showing  part  of  the  lines  of  the  Chicago  and  Kastern 
Illinois,  Illinois  Central,  and  Southern  railways 248 

Map  comi>aring  oil  rates  from  Whiting,  via  <irand  Junction,  and  from  Toit^lo 

to  Birmingham,  Ala.,  Atlanta,  ( ia.,  and  ( ireenville,  S.  C 25fi 

Photolithographic  repnuluction   of  copy   fmni    original   waybill,   Whiting  to 

(rrand  Junction,  for  beyoinl 2<52 

XV 


XVI  LIST    OF    ILLUSTRATIONS. 

Facing 
page. 

Photolithographir  reproduction  of  coj)y  from  original  waybill,  Whiting  to 
Evansville,  Ind.,  for  I)ick**on,  Tenn 280 

Map  comparing  oil  rates?  from  Whiting  and  Toledo  to  Nashville,  Tenn.,  Mont- 
gomery, Ala. ,  and  Marietta,  Ga 2S7 

Map  comparing  oil  rates  from  Whiting  and  Toledo  to  Memphis,  New  Orleans, 
and  Mobile 290 

Map  comparing  oil   rates  from  Whiting,  Toledo,  Cleveland,   Pittsburg,  and 

Rochester  to  East  St.  Ix)uis 820 

Photolithographic  rei)roduction  of  copy  from  original  collection  voucher  on 
shipments  from  Whiting  to  East  St.  Louis 83o 

Photolithographic  reproduction  of  copy  from  original  waybill.  Whiting  to 
East  St.  Louis,  for  St.  Loui^,  Mo 3:^ 

Map  of  Louisiana,  showing  points  reached  by  rate  combination  via  Alex- 
andria, La.,  from  Opelousas  to  Morgan  City  and  Crowley 3H8 

Map  of  southeastern  Kansas,  illustrating  rates  on  crude  oil 374 

Map  of  parts  of  Kansas,  Missouri,  and  Indian  Territory 377 

Map  of  California,  showing  princii)al  oil  fields  and  chief  refining  j>oints 397 

Map  showing  principal  i>oints  in  California  to  which  secret  or  si)ecial  rates 
were  in  effect  in  IIHM 404 

Map  illustrating  combination  of  oil  rates  from  Richmond  via  Marysville,  Cal. .      414 


LETTERS  OF  TRANSMITTAL. 


Depaktment  ok  Commerce  and  Labor, 

Office  of  the  Secretaky, 

Wiishhigton,  May  2,  1906. 
Sik:  I  have  the  honor  to  transmit  herewith  a  report  of  the  Coin- 
iiiissioner  of  Corporations  on  that  part  of  the  investigation  of  tlie  oil 
industry  which  has  to  do  with  the  subject  of  transportation  and  freight 
rates. 

Very  respectfully,  Lawrence  O.  Murray, 

^  1  .V.V i.stfi  n  t  SfCt't.'tdnj. 
The  President. 


Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

W^isltJnf/ton,  JA///  2,  1006, 
Sir:  I  have  the  honor  to  transmit  herewith  a  report  to  the  President 
on  that  part  of  the  investigation  of  the  oil  industry  which  has  to  do 
with  th>.  subject  of  transportation  and  freight  rates.  This  investiga- 
tion has  been  made  under  your  direction  in  ac<ordance  with  the  law 
creating  the  Bureau  of  Corporations  and  the  re^ohition  of  the  House 
of  Representatives  passed  February  15,  VM)'), 
V^ery  respectfully, 

James  Kudoi.ph  (iarfield, 

The  Secretary  of  Commerce  and  Labor. 
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Depaktmkxt  of  Commerce  and  Labor, 

Bureau  of  Corporations. 

W(f.s/ufi(/toN,  May  2,  1900. 

Sir:  I  have  the  honor  to  suhniit  the  part  of  the  report  on  the 
oil  industry  which  has  to  do  with  the  subject  of  transportation  and 
freight  rates. 

House  resohition  No.  499,  passed  February  15,  1905,  directed  par- 
ticular attention  to  the  condition  of  the  Kansas  oil  tield.  The  study 
of  the  oil  industry  which  had  theretofore  been  made  by  the  Bureau 
showed  that  a  special  report  upon  the  conditions  in  the  Kansas  tield 
would  not  be  advisable.  A  report  on  an}'  special  field  would  of  neces- 
sity l)e  unfair  to  both  the  producers  and  the  refiners,  for  the  reason 
that  the  purely  local  conditions  do  not  l)y  any  means  determine  the 
price  of  either  crude  oil  or  its  products  or  att'ord  a  proper  basis  for 
understanding  the  conditions  of  the  industry.  Therefore,  a  general 
and  very  extensive  investigation  has  been  conducted,  covering  the  fol- 
lowing subjects: 

1.  The  crude  oil  production  in  the  L'nited  States  and  its  relation  to 
the  world's  supply;  the  prices  and  methods  of  purchase. 

2.  The  use,  development,  and  control  of  pipe  lines. 

3.  Refining  of  oil;  the  control  of  refineries;  the  cost  of  refining  and 
marketing;  the  prices  of  petroleum  products. 

4.  The  organization,  ownership,  and  relation  of  the  companies 
engaged  in  the  production,  manufacture,  and  distribution  of  oil. 

5.  The  competitive  methods  used  in  the  production  and  sale  of  oil. 
♦>.  Transportation  and  freight  rates. 

7.  Foreign  trade  and  conditions  and  the:r  relation  to  the  domestic 
industry. 

I  have  personally  visited  nearly  all  of  the  great  fi(»lds  and  have  been 
in  comnumication,  either  iK^rsonally  or  through  the  agents  of  the 
Bur(»au.  with  many  hundred  produ<  ers  and  practically  all  the  refiners 
and  transportation  agencies  cngjiged  in  tiie  distribution  of  oil.  A 
special  agent  of  the  Bureau  was  stMit  to  Kurope  to  study  at  first  hand 
the  conditions  in  foivign  i)ro(iucing  fields  and  distributing  markets. 
The  facts  obtained  have  in  every  feasibh*  way  been  verified  by  exam- 
ination of  the  original  sources  of  information. 

By  far  the  gi-eater  part  of  tiie  material  necessary  for  the  completion 
of  the  entire  repoit  ha^  i)een  collected.     The  preliminary  study  of  thi> 
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material  showed  that  the  most  important  subject  was  transportation, 
because  the  cost  of  transportation  is  a  very  large  percentage  of  the 
total  cost  to  the  consumer  of  the  finished  product,  and  hence  a  most 
important  factor  in  competition. 

The  control  of  the  Standard  Oil  Company  over  the  entire  oil  indus- 
try is  so  great  as  to  require  a  special  study  of  its  relations  to  trans- 
portation companies. 

I  therefore  first  submit  the  accompanying  report  upon  the  subject 
of  railway  transportation  and  freight  rates.  As  it  necessarily  covers 
many  details,  I  beg  to  invite  your  attention  to  the  following  summary 
of  its  more  prominent  features. 

The  manufacture  of  refined  oil,  conunonly  known  as  kerosene,  is 
about  26,000,000  barrels  annually,  of  which  the  Standard  Oil  Com- 
pany directly  and  indirectly  controls  about  23,0(K),000.  It  also  con- 
trols approximately  the  same  proportion  of  the  other  finished  products 
ofj:)etroleum. 

^"The  refineries  owned  or  controlled  by  the  Standard  Oil  Company  are 
located  near  New  York,  Philadelphia,  Baltimore,  Chicago,  and  Kansas 
City,  in  western  New  York  and  Pennsylvania^in  West  Virginia,  Ohio, 
Kansas,  Colorado,  California,  and  Texas.  Jits  largest  refineries  are 
'located  at  the  great  centers  of  distribution,  which  are  connected  by 
pipe  lines  with  the  crude-oil  fields.  The  refined  products  are  carried 
by  rail  and  water.  The  independent  refineries — that  is,  those  not 
owned  or  controlled  by  the  Standard  Oil  Company — are  located,  with 
a  very  few  exceptions,  at  or  near  the  crude-oil  fields.  This  ditference 
of  location,  as  will  be  seen  later,  is  of  importance. 

The  St4indard  claims  that  the  location  of  its  refineries  and  the  use  of 
pipe  lines  are  natural  advantages  to  which  it  is  justly  entitled  by  rea- 
^son  of  the  energy  and  foresight  of  its  managers.  While  in  a  mejisure 
that  is  true,  it  must  not  be  forgotten  that  these  advantages  were  in 
part  oi)taine(l  by  means  of  unfair  competitive  methods  during  years  of 
fierce  industrial  strife. 

The  development  of  the  pipe-line  system  by  the  Standard  Oil  Com- 
pany was  the  result  of  special  agreements  with  railroad  companies. 
Furthermore,  those  so-called  natural  advantiiges  have  been  and  are 
being  greatly  increased  by  discriminations  in  freight  nites,  both  pub- 
lished and  secret,  interstate  and  State,  vvhich  give  the  Standard  monop- 
olistic control  in  the  greater  portion  of  the  country,  and  which  so 
limit  competition  as  to  practically  prevent  the  extension  of  the  busi- 
ness of  any  indei)endent  to  a  point  which  even  remotely  endangers  the 
supiemacy  of  the  Standard. 

An  inunediate  result  of  this  delimitation  of  the  competitive  area  is 
shown  by  the  prices  of  ordinary  illuminating  oil  throughout  the  coun- 
try. After  deducting  the  freight  rate  the  price  of  such  oil  is  usually 
from  2  cents  to  5  cents  a  gallon  higher  in  the  noncompetitive  than  in 
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the  competitive  fields.  A  reasonable  profit  upon  refined  oil  is  about 
one-half  cent  a  gallon.  It  is  clear  that  exorbitant  profits  are  obtained 
in  the  noncompetitive  fields.  This  monopolistic  control  extends  from 
the  well  of  the  producer  to  the  door  step  of  the  consumer. 

The  facts  regarding  freight  rates  have  been  obtained  by  the  exami- 
nation of  thousands  of  entries  upon  railroad  records.  With  but  a 
single  important  exception,  railroad  companies  have,  upon  application 
of  the  Bureau  of  Corporations,  given  access  to  records  of  both  State 
and  interstate  business.  The  New  York  Central  Company  refused 
for  itself  and  it^  affiliated  lines  to  give  access  to  records  of  State  rates. 
At  the  beginning  of  this  investigation  the  officials  of  the  Standard 
Oil  Company  stated  that  that  company  had  not  obtained  in  recent 
years  and  was  not  now  obtaining  anv  rebate  or  other  transportation 
discrimination  as  against  its  competitors.  The}^  invited  the  most 
careful  investigation  of  the  subject. 

Upon  the  request  of  its  attorney,  all  the  essential  facts  discovered 
b}'  this  Bureau  were  presented  to  the  company  at  the  close  of  the 
investigation,  and  an  exhaustive  statement  relating  thereto  was  made 
by  its  chief  traffic  officer.  There  was  no  denial  of  the  facts  found, 
))ut  explanations  of  particular  situations  were  offered,  and  it  was 
urged  that  the  facts  did  not  show  any  violation  by  the  Standard  of  the 
letter  or  spirit  of  the  interst^ite-commerce  law.  A  most  careful 
review  of  the  facts  and  the  explanations  leads  to  the  following  con- 
clusions: 

The  Standard  Oil  Conn)any  has  haijitually  received  from  the  rail- 
roads, and  is  now  receiving,  secret  rates  and  other  unjust  and  illegal 
discriniinations. 

During  li*i>4  the  Standard  saved  about  three-cjuarters  of  a  million 
dollars  through  the  secret  rates  discovered  by  the  Bureau  of  Corjx)ra- 
tions,  and  of  course*  theie  may  be  other  secret  rates  which  the  Bureau 
has  not  discovered.  This  amount  rei)resents  the  difference  l)etween  the 
open  rates  and  the  rat(»s  actually  paid.  Many  of  these  discriminations 
were  clearly  in  violation  of  the  interstate-commerce  law,  and  others, 
whether  technically  illegal  or  not,  had  the  same  effect  upon  competitors. 
On  some  State  businivss  secn»t  rates  were  applied  by  means  of  rebates. 

These  discriminations  have  becMi  so  long  contimied,  so  secret,  so 
ingeniously  applied  to  new  conditions  of  trade,  and  so  large  in  amount 
as  to  make  it  certain  that  they  were  due  to  concerted  action  by  the 
Standaixl  and  tht*  railroads. 

The  Standard  Oil  Company  is  receiving  unjust  discriminations  in 
open  rates. 

The  published  rates  from  the  leading  Standard  shipping  |)oint>  are 
relatively  nnich  lower  than  rates  from  the  shipping  points  of  its  com- 
petitors. The  advantage  to  the  Standard  over  its  com])(»titors  from 
such  open  discriminations  is  enormous,  prolMii)ly  as  imjwrtant  as  that 
obtained  through  the  secret  rates. 
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If  an  unfair  discrimination  be  obtained  by  one  shipper  through  a 
device  which  in  itself  is  seemingly  not  prohibited  by  law,  that  fact 
shows  that  the  law  is  defective  and  should  be  strengthened;  it  does  not 
show  that  the  discrimination  is  proper  or  just. 

The  following  are  a  few  of  the  most  important  discriminations  and 
the  methods  by  which  they  were  obtained: 

(1)  For  about  ten  years  the  New  England  territory  has  been  in  con- 
trol of  the  Standard  Oil  Company  by  reason  of  the  refusal  of  the  New 
York,  New  Haven  and  Hartford  road  and  of  the  Boston  and  Maine 
road,  on  all  but  a  few  divisions,  to  prorate — i.  e.,  to  join  in  through 
mtes — on  oil  shipped  from  west  of  the  Hudson  River,  and  by  means 
of  the  adjustment  of  published  rates. 

The  Standard  is  entitled  to  the  advantage  of  its  water  ship- 
ping points  in  reaching  New  England,  but  that  advantage  was 
greatly  and  unfairly  increased  when  the  railroads,  by  refusing  to  pro- 
rate, virtually  kept  independent  retiners  from  using  all-mil  routes. 
The  refusal  to  prorate  increased  the  rail  rates  from  the  West  from  8 
to  10  cents  per  hundred  pounds.  These  railroads  do  promte  on  all 
other  commodities;  their  refusal  to  do  so  in  the  case  of  oil  amounted 
to  imposing  a  sul^stantial  tax  on  all  consumers  in  the  region  they 
cover,  and  is  also  a  heavy  discrimination  against  the  smaller  retiners. 

(2)  The  Standard  Oil  Company  has  been  able  to  absolutely  control 
for  many  3^ears  the  sale  of  oil  in  the  noitheastern  part  of  New  York 
and  in  a  portion  of  Vermont  1)V  means  of  secret  rates  from  its  relin 
eries  at  Olean  and  Rochester. 

The  Pennsylvania  Railroad  has  given  the  Standard  a  rate  of  9  cents 
a  barrel  from  Olean,  N.  Y.,  to  Rochester,  while  the  independent 
refineries  situated  in  territory  adjacent  to  Olean  were  given  a  rate  of 
88  cents  a  barrel.  By  means  of  this  9-cent  rate,  in  ccmibination  with 
a  rate  from  Rochester  to  Norwood,  N.  Y.,  a  virtually  secret  and  very 
low  rate  from  Norwood,  N.  Y.,  to  Burlington,  and  secret  local  mtes 
therefrom,  the  Standard  has  been  able  to  supply  central  and  northern 
Vermont  with  oil  at  a  rati*  of  from  15  to  21  cents  per  hundred  pounds, 
whereas  no  independent  refiner  could  reach  that  territor}'  from  west- 
ern Peimsylvania  save  by  a  rate  varying  from  38  to  50  cents  per 
hundred  pounds. 

The  saving  to  the  Standard  during  11K)4:  by  the  secret  rate  from 
Olean  to  Rochester  alone  was  $115,000.  This  and  other  less  important 
rates  from  Olean  were  unknown  to  the  indepiMident  refiners,  and  were 
not  published  on  the  ground  that  they  were  wholly  State  i*ates:  yet 
in  fact  they  were  used  for  oil  consigned  to  points  l)eyond  the  State 
boundary  of  New  York.  Furthermore,  all  the  shipment.s  from  Olean 
on  these  secret  rates  were  blind-billed — i.  e.,  the  rates  were  not  shown 
on  the  wavi)ills. 
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(8)  The  Standard  Oil  Conipan\'  has  maintained  absoUite  control  of 
almost  the  whole  section  of  the  country  south  of  the  Ohio  River  and 
east  of  the  Mississippi  by  moans  of  secret  rates  and  open  discriminations 
in  rates  from  Whiting^,  Ind. 

For  example,  the  published  tariff  rate  from  Whiting,  Ind.,  the  great 
western  refinery  of  the  Standard,  to  Birmingham,  Ala.,  was  44  cents 
per  hundred  pounds.  For  at  least  ten  years  the  Standard,  f)y  means 
of  a  secret  combination  of  rates  by  wa^^  of  Grand  Junction,  Tenn., 
over  the  lines  of  the  Chicago  and  Eastern  Illinois,  the  Illinois  Central, 
and  the  Southern  Railway,  has  shipped  oil  to  Birmingham  for  2i>i 
cents.  The  Toledo  competitor,  no  farther  distant,  had  to  pay  47^ 
cents. 

A  great  area  in  the  South  has  been  reached  by  this  same  secret  com- 
bination at  rates  averaging  one-fourth  less  than  the  published  rates. 
The  total  saving  to  the  Standard  on  these  rates  has  been  about  ^7i>,0()0 
per  year. 

Again,  the  open  rate  from  Whiting  to  Kvansville,  Ind.,  has  been 
for  many  years  11  cents.  The  Standard  has  for  about  ten  years 
shipped  oil  to  Kvansville,  for  local  use  and  for  many  points  beyond  in 
the  Southeast,  at  so-called  State  rates  of  (>  cents  and  8i  cents.  The 
freight  paid  by  the  Standard  in  this  case  has  been  al)Out  §10.000  a 
year  less  than  the  open  rate. 

The  rates  to  this  same  territory  from  the  independent  refining  points 
at  Toledo  and  Cleveland  were  from  8  to  28  cents  per  hundred  pounds, 
or  from  i  to  1^  cents  a  gallon  higher  than  the  rate  paid  l)v  the 
StiiiKlard. 

The  records' of  the  ('hicago  and  P^astern  Illinois  Railroad  Company 
show  plainly  that  these  (irand  Junction  and  Kvansville  rates  were 
int(»nded  to  be  secret,  were  given  for  the  sole  benefit  of  the  Standard, 
and  were  handled  as  sen- ret  rat(»s  with  th(»  knowledge  of  Standard 
officials. 

(4)  The  Standard  Oil  Company  has  for  at  least  ten  years  shipi>ed 
oil  from  Whiting  to  Vjust  St.  Louis,  III.,  at  a  rate  of  <>  or  r>i  cents  on 
three  of  the  five  railroads  running  betw(»en  those  places,  while  the 
only  duly  published  rate  on  all  roads  has  been  is  cents  during  all  that 
periml.     This  discrimination   savtul  the  Standard   about  te40,000  in 

For  many  years  Kast  St.  Loui*^  has  been  the  gateway  for  oil  shij)- 
ments  by  the  Standard  into  the  Southwest.  The  rates  from  the  inde- 
j)endent  refining  points  of  Ohio  to  Kast  St.  Louis  have  been  ai)out  12 
cents  higher  than  the  rate  from  Whiting,  whereas  on  other  connnodi- 
ties  of  similar  gni(l«»  these  points  ])ay  only  about  5  ccMits  more  than 
Whiting. 
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Whiting  is  located  in  Indiana,  about  two  miles  from  the  Illinois 
line.  East  St.  Louis  is  in  Illinois,  just  across  the  river  f  ronj  St.  Louis. 
The  secret  low  rates  were  given  by  the  Chicago,  Burlington  and 
Quinc\%  Chicago  and  Alton,  and  Chicago  and  Eastern  Illinois  milroads. 
They  were  not  published,  on  the  ground  that  they  were  State  rates. 
In  dealing  with  these  rates,  one  of  the  roads — the  Chicago  and  Alton — 
falsely  waybilled  the  freight  at  18  cents,  and  collected  from  the  Stand- 
ard at  6  cents.  The  Chicago  and  Eastern  Illinois  blind-billed  its  ship- 
ments. The  Chicago,  Burlington  and  Quincy  billed  and  collected  at 
the  O-cent  rate,  but  it  was  none  the  less  secret. 

(5)  In  the  Kansas-Territory  tield  there  are  some  unfair  open  rates. 
A  more  importiint  discrimination  has  been  in  the  arbitrar}^  weights 
fixed  by  the  railroads  on  crude  oil  and  fuel  oil.  This  discrimination 
prevents  the  Kansas  producer  from  selling  his  crude  oil,  especially 
that  of  low  gravitv,  advantageously  in  competition  with  the  fuel  oil 
produced  by  the  Standard  and  the  small  local  reliners. 

C'rude  oil  is  charged  on  the  basis  of  7.4  pounds  per  gallon;  its  actual 
weight  is  about  7.2  pounds.  Fuel  oil  produced  by  the  refineries  is 
charged  at  ^lA  pounds;  it  actually  weighs  about  7.6  pounds.  A  barrel 
of  crude  oil  shipped  from  Kansas  to  St.  Louis  is  charged  nearly  10 
cents  more  than  a  barrel  of  fuel  oil;  this  difference  in  freight  charges 
is  ecjual  to  more  than  one-third  of  the  price  of  low-grade  Kansas  crude. 

This  discrimination  has  existed  for  about  four  years.  It  does  not 
exist  in  anv  other  field.  The  legislation  of  Kansas  in  1905  put  an  end 
to  it  so  far  as  shipments  within  the  State  are  concerned. 

(6)  In  California  direct  rebates,  as  well  as  discriminations  by  the 
use  of  secret  rates,  have  been  given  on  oil. 

These  rebates  and  discriminations  benefited  the  Standard  to  the  ex- 
tent of  about  $100,000  in  11^04.  The  Associated  Oil  Company,  the 
Union  Oil  Company,  and  some  consumers  of  oil  also  received  rebates 
and  secret  rates,  but  the  Standard  apparently  received  as  much  as  all 
other  interests  combined.  These  favors  were  almost  invariably  denied 
the  ordinary  shipper.  On  shipments  to  Arizona,  rebates  on  State 
rates  were  received  by  the  Standard  in  connection  with  interstate  ship- 
ments; this  virtually  was  a  rebate  on  interstate  business.  Owing  to 
the  fact  that  fuel  oil  is  extensively  sold  under  contract  on  the  Pacific 
coast,  rate  discriminations  obtained  by  a  few  favored  shippers  have 
enai>led  them  to  monopolize  markets  for  long  periods. 

(Jreat  injury  has  l)een  inflicted  by  railroads  upon  independent  ship- 
])ers  through  discriminations  in  the  distribution  of  tank  cars. 

(7)  Open  published  rates  from  Whiting  into  a  large  part  of  the 
United  States  have  given  the  Standard  Oil  Company  an  unfair  advan- 
tage of  from  1  to  '20  cents  per  hundred  iM)unds. 

This  discrimination  seriously  limits  independent  refiners  in  some 
/jj/2rkots,  and  shuts  them  out  completelv  from  other  markets.     It  is 
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accH)rapIished  by  the  use  of  commodit}'  rates— that  is,  rates  which  apply 
only  to  petroleum  and  its  productvS — and  by  refusal  to  prorate. 

The  true  principle  of  connnodity  rate  making  is  to  more  nearl}' 
equalize  competitive  conditions,  but  the  g^eneral  effect  of  conmiodity 
rates  on  oil  has  ))een  to  give  the  Standard  relatively  much  lower 
rates  to  common  markets  than  those  j^iven  to  its  competitors. 

For  instance,  in  shipments  to  New  Orleans  and  other  points  on  the 
lower  Mississippi  River  and  the  Gulf,  the  ordinary  class  rates  on  sim- 
ilar low-grade  articles  from  Toledo,  Cleveland,  and  Pittsburg  are  only 
2  cents  above  the  rates  from  Whiting.  The  commodity  i*ates  on  oil 
are  from  9i  to  13i  cents  above  the  rntes  from  Whiting.  The  normal 
principle  of  commodity  rates  would  tend  to  make  the  charge  the  same 
from  all  four  of  these  points,  instead  of  increasing  the  diti'erential. 

Prior  to  the  establishment  of  the  Whiting  refinery  the  railroads 
west  of  the  Mississippi  prorated  with  the  eastern  roads  on  oil  ship- 
ments from  the  Pennsylvania  and  Ohio  districts  into  most  parts  of  the 
West  and  Southwest.  After  the  establishment  of  the  Whiting  refin- 
ery these  roads  refused  to  prorate  from  points  east  of  Whiting.  This 
refusal  increased  the  natural  disadvantage  of  the  eastern  refineries  by 
from  1  to  19i  cents  per  hundred  pounds.  This  discrimination  is  the 
more  conspicuous  in  the  case  of  the  southwestern  railroads  because 
they  do  prorate  with  the  railroads  from  Chicago  to  St.  Louis  on  oil 
from  Whiting  going  to  certain  sections. 

Most  of  the  secret  rates,  and  some  of  the  open  discriminations  dis- 
covered by  the  Bureau  of  Corporations  were  abolished  by  the  railroads 
shortly  after  such  discovery.  The  more  important  changes  thus  far 
noted  are  as  follows: 

1.  The  secret  mtes  of  9  cents  a  l)arrel  from  Olean  to  Rochester 
and  10  cents  a  barrel  from  Olean  to  Buffalo  have  been  changed  to  an 
open  rate  of  29  cents  a  barrel  to  Rochester  and  27  cents  a  barrel 
to  Buffalo  on  shipments  of  all  refined  oil  products;  and  the  pmctice  of 
blind-billing  of  oil  has  been  discontinued  by  the  Pennsylvania  Railroad. 

2.  The  low  tank  car  rates  made  by  the  Rutland  liailroad  from  Nor- 
wood to  Burlington,  Rutland,  and  Bellows  Falls,  Vt.,  have  l)een  made 
applicable  on  oil  in  barrels. 

3.  The  cancellation  of  the  secret  rate  from  Whiting  to  Grand  Junc- 
tion will  reduce  by  about  three-fourths  the  Standard's  advantage  over 
competing  refiners  at  Toledo,  Cleveland,  and  vicinity  on  shipments  into 
a  large  part  of  the  South.  Instead  of  14  or  15  cents  the  differential 
against  them  is  now  3  or  4  cents  per  hundred  pounds,  while  the  disad- 
vantage of  competing  refiners  of  western  Pennsylvania  has  been  cor- 
respondingly reduced. 

4.  The  cancellation  of  the  secret  rate  from  Whiting  to  Evansville 
will  reduce  the  Standard's  advantage  over  comj)eting  refiners  at  Toledo 
on  shipments  into  many  other  parts  of  the  South  frovu  ^V>o\\l^\  vi^wV^ 
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to  8J  cents  per  hundred  pounds.  The  advantage  which  the  Standard 
ha.s  enjoyed  over  competitors  in  Cleveland,  Pittsburg,  and  other  inde- 
pendent refining  points  has  been  corresponding!}^  reduced. 

5.  The  cancellation  of  the  secret  rates  from  Whiting  to  East  St. 
Louis  and  the  substitution  of  the  rate  of  10  cents  will  reduce  the 
Standard's  advantage  from  11  cents  to  7  cents  per  hundred  pounds, 
with  a  corresponding  reduction  of  its  advantage  over  more  easterly 
refining  points. 

(>.  The  railroads  have  advanced  their  published  rates  from  Whiting 
into  northern  Indiana  and  Michigan  by  about  2  or  3  cents  per  hundred 
pounds,  and  have  put  the  rates  practically  on  an  equality,  distance  con- 
sidered, with  those  from  Toledo  and  more  easterly  points. 

7.  The  New  York,  New  Haven  and  Hartford  Railroad  has  resumed 
the  practice  of  prorating  on  oil,  thereby  reducing  the  average  freight 
charge  to  independent  refiners  of  western  Pennsylvania  and  Ohio  on 
shipments  into  a  large  part  of  Connecticut,  Rhode  Island,  and  Massa- 
chusetts, by  about  8  cents  per  lOO  pounds.  This  will  materially 
increase  their  opportunity  for  competition  with  the  Standard  Oil  Com- 
pany in  that  territory.  The  Interstiite  Commerce  Commission  recently 
denounced  the  former  practice  and  recommended  a  change. 

8.  A  large  number  of  the  secret  rates  of  California  railroads  have 
been  published  as  open  rates.  While  under  the  contract  system  of 
selling  fuel  oil  generally  employed  in  that  region  the  concerns  for- 
merly enjoying  the  secret  rates  continue  to  benefit  from  them,  this 
revision  of  tariffs  obviously  operates  to  the  benefit  of  independent 
shippers  on  future  business.  A  number  of  discrepancies  in  open  rates 
on  the  Pacific  coast  have  also  been  adjusted. 

The  changes  above  described,  with  others  of  less  importance,  mean 
much  more  than  the  increase  of  freight  charges  to  the  Standard. 
They  show  in  striking  fashion  the  good  which  has  already  resulted 
from  this  investigation.  They  put  independents  upon  a  fairer  footing 
and  make  competition  possible  in  territories  heretofore  inaccessible. 

Nevertheless,  the  widespread  discriminations  in  open  rates  still  in 
force  leave  the  independents  at  serious  disadvantage.  The  investiga- 
tion has  only  incidentally  touched  State  shipments  from  distributing 
centers,  particularly  in  less  than  carloads.  The  few  instances  examined 
suggest  the  probability  of  discriminations  on  such  shipments  which, 
taken  in  coimection  with  through  traftic,  may  result  in  discriminations 
on  intersUite  business. 

{  have  cited  these  particular  instances  to  show  the  various  methods 
by  which  discriminations  are  obtained,  and  to  call  particular  attention 
to  methods  which,  if  legal,  are  mere  devices  to  obtain  exactly  the 
sam(»  result  as  would  be  obtained  by  rebates  paid  on  interstate  busi- 
ness. Any  freight  discrimination,  whether  it  be  State  or  interstate, 
te/jds  to  ^nvt'  control  of  markets  to  the  preferred  shipper,  and  makes 
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monopoly  possible.  If  existing  law  merely  prohibits  a  special  device 
for  obtaining  discrimination,  and  permits  the  same  result  to  ])c  accom- 
plished in  a  different  way,  then  the  legislation  is  to  that  extent  a  sham. 

This  investigation  has  shown  very  clearly  one  glaring  defect  in  the 
interstate  conmierce  law,  viz,  the  method  of  tiling  and  publishing 
tariffs.  Although  a  tariff  or  a  rate  has  been  tiled  with  the  Commission 
in  compliance  with  the  terms  of  the  law,  none  but  the  favored  shipper 
may  know  of  its  existence.  Tariffs  may  be  made  and  rates  may  be 
combined  in  such  manner  as  to  make  it  practically  impossible  for  the 
ordinary  shipper  to  find  them.  As  long  as  the  State  rates  are  not 
required  to  be  made  public,  and  shippers  use  such  mtes  in  combination 
with  interstate  mtes,  all  maimer  of  devices  to  evade  the  purpose  of 
the  law  are  possible.  All  State  mtes  used  in  connection  with  inter- 
state shipments  should  be  tiled  with  the  Interstate  Commerce  ('onunis- 
sion,  and  a  mdical  change  should  be  made  in  the  direction  of  simplify- 
ing tariffs  and  in  methods  of  posting  and  tiling  them. 
Very  respectfully, 

Jamks  Kudolimi  Gakfieli), 

CoininisHloner  of  Corporatiom^, 

The  President. 


REPORT  OF  THE  COMMISSIONER  OF  CORPORATIONS  ON  THE 
TRANSPORTATION  OF  PETROLEUM. 


SUMMARY. 


The  investigation  of  petroleum  transportation  by  the  Bureau  of 
Corporations  has  been  inainl}^  based  upon  the  tariffs  and  records  of 
the  railway  companies  themselves.  It  has  covered  a  large  numter 
of  the  leading  railroad  systems  throughout  the  United  States.  The 
inquiry  was  not  conHned  to  the  business  of  any  one  shipper,  but  cov- 
(»red  shipments  for  selected  periods  over  most  of  the  railroads  leading 
out  from  the  important  refining  points  of  the  country.  The  aim  has 
l)een  to  investigate  not  the  business  of  a  single  shipper,  but  that  of 
all  shippers,  with  a  view  to  discovering  whether  discriminations 
existed  in  favor  of  any. 

The  general  result  of  the  investigation  has  been  to  disclose  the 
existence  of  numerous  and  flagrant  discriminations  by  the  railroads  in 
behalf  of  the  Standard  Oil  Company  and  its  affiliated  corporations. 
With  comparativ  ely  few  exceptions,  mainly  of  other  large  concerns  in 
California,  the  Standard  has  been  the  sole  beneflciary  of  such  discrim- 
inations.  In  almost  every  section  of  the  country  that  company  has 
been  found  to  enjoy  some  unfair  advantages  over  \t<  competitors, 
and  some  of  these  discriminations  art"ect  enormous  areas. 

Not  only  has  this  resulted  in  great  direct  pecuniary  advantiige  in 
transportation  cost  to  the  Standard,  but  it  has  had  the  far  more 
important  effect  of  giving  that  company  practically  unassailable 
monopolistic  control  of  the  oil  market  throughout  large  sections  of 
the  country. 

Discriminations  in  the  transportation  of  oil  embrace  a  variety  of 
forms,  the  more  important  of  which  may  be  class(»d  under  the  follow- 
ing heads: 

1.  Secret  and  semisecret  rates. 

•2.  Discriminations  in  the  open  arrangement  of  rates. 

3.  Discriminations  in  classiHcation  and  rules  of  shipment. 

4.  Discriminations  in  treatment  of  private  tank  cars. 

\ 


2  TRANSPORTATION    OF   PETROLEUM. 

SECRET  AND  SEMISECKET  BATES. 

Many  of  the  discriiiiitmtions  in  behalf  of  the  Standard  Oil  Company 
are  brought  about  by  secret  or  seinisecret  rates. 

It  should  be  noted  at  the  outset  that  the  "'rebate"  is  merely  one  of 
the  means  of  departing  from  an  open  tiiriff  mte  and  giving  the  favored 
shipper  the  advantage  of  a  secret  rate.  The  discrimination  is  really 
in  the  rate  itself,  and  whether  it  is  applied  by  re)>ate  or  otherwise  is  a 
matter  of  form  onlj'.  The  rebate,  in  the  strict  sense,  is  the  repayment 
of  part  of  the  freight  cliarges  which  have  been  previously  collected 
from  the  shipper.  The  Standard  Oil  Company  has  repeatedly  asserted 
that  since  the  passage  of  the  Interstate  Conmierce  Act  in  1887  it  has 
received  no  rehmte.  With  one  or  two  exceptions  the  investigations 
of  the  Bureau  have  as  3'et  discovered  no  rebates  in  this  technical  sense 
on  interstate  business,  although  on  shipments  wholly  within  the  State 
of  California  the  Standard,  and  also  several  other  large  concerns,  have 
received  direct  rebates  of  considerable  amount.  But  discriminations 
fully  as  effective  have  been  made  in  behalf  of  the  Standard  by  means 
of  secret  mtes  concealed  through  other  methods  than  the  rebate^ 

So  far  as  discovered  by  the  Bureau  of  Corporations,  the  secret  mtes 
enjoyed  by  the  Standard,  except  in  California,  have  almost  all  l>een 
made  from  points  where  that  company  is  the  only  shipper.  The  secret 
rate  in  such  a  case,  however,  is  just  as  discriminatory  and  just  as 
injurious  to  the  interests  of  competitors  a^  if  they  w^ere  charged 
higher  rates  for  the  same  hauls.  This  secrecy  leaves  the  independent 
refiner  in  the  dark  as  to  the  most  important  factor  affecting  competi- 
tion in  common  markets.  It  prevents  him  from  applying  to  the  rail- 
roads or  to  the  public  authorities  for  relief. 

To  consummate  the  unfairness  it  is  obviousl}^  not  necessary  that  the 
independent  should  actually  ship  at  the  higher  rate  while  the  Standard 
ships  at  the  lower.  The  evil  is  accomplished  even  more  effectually  if 
the  existence  of  the  lower  rate  allows  the  Standard  to  get  to  a  com- 
mon market  while  the  rate  quoted  to  the  independent  is  so  high  that 
he  is  absolutely  prevented  from  shipping  there.  When  under  such 
conditions  it  appears  that  the  independent  does  not  ship  at  all  to  a 
market  that  should  be  common,  and  that  the  Standard  is  the  only 
concern  that  does,  this  means  that  the  evil  intended  by  the  discrim- 
ination has  been  most  perfectly  accomplished. 

The  secret  rates  already  discovered  by  the  Bureau  of  Corporations 
represent  a  direct  saving  to  the  Standard  of  many  hundreds  of 
thousands  of  dollars  anmially.  The  unreasonable  advantage  of  the 
Standard  over  its  competitors  from  these  secret  rates  amounts  in 
large  sections  of  the  country  to  from  4  to  20  cents  per  hundred 
pounds,  or  from  one-fourth  to  li  cents  per  gallon.  Oil  is  a  cheap 
commodity,    which   costs   comparatively  little    aside   from   the   raw 
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material.  A  profit  of  one-half  cent  per  gallon  on  refined  oil,  together 
with  correj^ponding  profits  on  the  other  product^j  of  petroleum,  is  a 
fair  return  to  the  capital  invested  in  a  refiner}'.  The  Standard  has 
therefore  been  able  by  reason  of  its  discriminating  freight  rates  to 
sell  oil,  when  necessar}^  to  meet  competition,  at  prices  whijh  were 
profitable  to  itself,  but  which  left  no  profit  to  a  competitor.  Having 
thus  destroyed  competition  in  large  sections  of  the  country,  the  Stand- 
ard there  charges  prices  several  cents  above  the  cost  of  manufacture. 
Railway  discriminations,  in  connection  with  price  cutting,  have  thus 
enabled  the  Standard  to  obtain  monopoly  profits  of  enormous  amount. 
There  are  several  devices  by  which  these  secret  or  semisecret  rates 
have  been  established. 

SECRET   STATE    RATES. 

Many  of  the  secret  rates  discovered  by  the  Bureau  of  Corporations 
have  applied  only  on  shipments  of  oil  wholly  within  single  States. 
The  Standard  Oil  Company,  which  controls  refineries  in  12  States,  is 
obviously  in  a  position  to  make  extensive  use  of  such  intrastate  rates, 
or,  as  they  are  ordinarily  designated.  State  rates.  The  Federal  law 
does  not  require  the  publication  of  State  rates  as  such,  and  in  actual 
practice  railroads  emplo}'  great  numbers  of  such  rates  which  they 
file  neither  with  the  Interstate  Conmierce  Commission  nor  with  any 
State  authority,  and  which  they  do  not  post  in  their  stations  or  other- 
wise publish. 

The  Standard  Oil  Company  has  received  the  advantage  of  low  secret 
State  rates  from  several  railroads  on  a  very  large  volume  of  business. 
While  such  State  rates  mav  not  have  })een  a  condition  for  securing 
interstate  business,  yet  it  is  obvious  that  very  low  State  rates  given 
by  a  railroad,  whether  as  a  consideration  for  interstate  shipments  or 
not,  will  have  practically  the  same  eflfect  as  a  rebate  on  interstate 
business  of  the  same  shipper. 

USE  OF  SECRET   STATE   RATES  ON   INTERSTATE   SHIPMENTS. 

Such  secret  State  rates  have  been  likewise  verv  extensively  used 
directly  in  connection  with  })usiness  which  was  actually  interstate. 
Secret  State  rates  have  been  combined  with  interstate  rates,  more  or  less 
open  in  character,  to  give  a  total  rate  nmch  less  than  the  through  pub- 
lished rate  from  the  initial  point  of  shipment  to  the  final  destination. 
The  volume  of  oil  shipped  by  the  Stiindard  Oil  Company  on  such  rate 
combinations  has  been  exceedingly  great.  The  original  billing  of  the 
oil  under  the  secret  Stat<)  rates  has,  in  many  cases,  shown  on  its  face 
that  the  freight  was  destined  to  a  point  in  another  State. 

It  is  fretjuently  claimed  that  a  shipper  is  entitled  to  the  lowest  com- 
bination of  open  rates  l>etween  two  points,  even  though  these  are  less 
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than  a  published  through  rate  between  the  same  points.  This  niay  be 
proper  so  long  as  the  separate  local  rates  are  genuinely  published  and 
readil}^  ascertainable  by  any  shipper.  Such  a  situation,  however,  usu- 
all}^  occurs,  and  should,  save  perhaps  in  a  few  exceptional  cases,  occur 
onl}^  by- oversight  on  the  part  of  the  railroad,  and  should  ordinarily 
be  remedied,  when  discovered,  by  the  publication  of  through  rates  no 
greater  than  the  sum  of  the  local  rates. 

This,  however,  is  very  different  from  the  use  of  j^ecret  State  rates 
in  such  combinations. 

The  employment  of  a  secret  State  rate  in  connection  with  interstate 
tariffs,  even  though  the  latter  are  published,  obviousl}^  affords  a  device 
by  w  hich  the  sections  of  the  interstate-commerce  act  requiring  publicity 
can  be  completely  nullified.  Under  such  a  device  a  shipment  might 
move  from  Maine  to  California,  covering  almost  the  entire  distance  on 
secret  State  rates,  merely  taking  published  rates  on  short  hauls  across 
State  boundaries.  There  would  thus  be  no  limit  to  the  possibilities  of 
departure  from  published  through  rates. 

SECRET   INTKKSTATK   KATES    NOT   FILKO. 

There  are  still  other  cases  in  Azhich  interstate  shipments  of  oil  have 
been  made  on  a  single  through  rate  which  was  not  published  or  filed 
with  the  Interstate  Commerce  Commission. 

The  most  important  instance  discovered  by  the  Bureau  of  Corpora- 
tions is  that  of  shipments  from  the  Standards  great  refinery  at  Whiting, 
Ind.,  to  points  in  Illinois,  especially  East  St.  Ijouis.  Whiting  is  only 
2  miles  from  the  Illinois  State  line  and  is  within  the  Chicago  switch- 
ing limits;  that  is,  the  railroads  ordinarily  apply  Chicago  rates  from 
Whiting.  Several  of  the  railroads  have  ignored  the  State  line  and 
have  treated  shipments  of  oil  from  Whiting  to  points  in  Illinois  as  State 
traffic.  Some  of  these  State  rates  have  }>een  public,  but  others  have 
been  secret,  and  some  of  the  latter  have  been  used  in  the  face  of  higher 
rates  filed  with  the  Interstate  Commerce  Commission.  Moreover,  the 
secret  rates  thus  made  from  Whiting  to  East  St.  Louis,  III.,  have  been 
used  on  enormous  shipments  of  oil  destined  to  man}^  points  in  the  South- 
west. It  has  been  contended  that  the  Connnission  was  informed  as  to 
the  rates  from  Whiting  to  East  St.  Louis  by  reason  of  the  fact  that 
during  recent  years  notices  or  ''application  sheets'"  have  been  filed 
with  the  Commission,  stating  that  Chicago  rates  would  appl}'  from 
Whiting.  But  as  the  Chicago  rates  actually  used  were  not  stated  in  this 
application  sheet,  nor  elsewhere  published  or  filed  with  the  Commis- 
sion, it  is  clear  that  this  notice  conveyed  no  information  to  anyone. 
Moreover,  formerly  not  even  this  formality  of  filing  an  application 
sheet  was  indulged  in. 
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VIRTUAL   SECRECY   OF   FILED   RATES. 

There  is  a  further  important  class  of  cases  where  mtes,  though  tech- 
nically filed  in  compliance  with  the  law,  nevertheless  are  not  made 
effectively  public,  and  can  not  be  ascertained  by  .shippers  with  the 
exercise  of  reasonable  diligence. 

There  are  two  principal  sources  of  information  for  the  ordinary 
shipper:  First,  inquiry  at  the  offices  of  the  railroad  company,  together 
with  inspection  of  tariff  sheets,  which  are  supposed  to  be  posted  at 
the  railway  stations,  and  second,  the  files  of  the  Interstate  Commerce 
Commission. 

The  local  freight  agent  can  not  be  expected  to  have  knowledge  of 
all  possible  combinations  of  rates,  and  ma}'  be  honestly  ignorant  in  the 
given  case;  or  it  may  be  the  willful  intent  of  the  railroad  company  to 
withhold  information,  an  intent  which  has  sometimes  been  disclosed 
in  the  investigation  of  the  Bureau  of  Corporations.  As  to  the  post- 
ing of  rates  in  stations,  though  required  by  law,  the  requirement  is 
often  violated,  and,  perhaps,  can  not  be  fulh'  complied  with  by  the 
railroads  under  the  present  system  of  issuing  tariffs. 

The  law  also  requires  that  interstate  tariffs  be  tiled  with  the  Inter- 
state? Conunerce  Commission,  but  the  mass  of  tarifl-s  filed  b}'  the  rail- 
ways with  that  Commission  presents  a  problem  so  great  as  to  be  nec- 
essaril}'  insoluble  by  the  ordinary  shipper.  Railway  tarifls  as  now  filed 
are  extremely  and  unnecessarily  numerous  and  complex,  and  are  con- 
stantly being  further  complicated  b}'  the  filing  of  amendments,  cancel- 
lations, and  reissues,  or  absolutely-  conflicting  and  inconsistent  issues. 
The  tariffs  filed  run  into  ihe  hundreds  of  thousands  annually,  and  cover 
a  vast  numl)er  of  stations.  It  is  impossible  for  the  ordinary  shipper 
to  rely  upon  this  source  of  information,  except  as  to  certain  of  the 
more  general  and  well-defined  rates. 

The  natural  difficulties  of  the  statutor}'  sources  of  information  are 
further  greatly  increased  bv  what  seems  to  be  deliberate  action  on  the 
part  of  railroads.  Tariffs  are  made  to  read  in  some  cases  from  unex- 
pected and  improbable  points,  naming  rates  which  conflict  with 
those  conspicuously  named  from  the  neighboring  points  as  to  which 
inquiry  would  ordinarily  be  made.  In  other  cases  unexpected  and 
improbable  combinations  of  local  rates  are  made  wriich  are  lower  than 
the  conspicuously  published  through  nites  from  the  point  of  origin  to 
the  point  of  final  destination.  Circuitous  and  unusual  routes  are 
selected  in  some  cases  in  order  to  make  up  these  com})inations.  The 
concealment  is  made  the  more  effective  by  the  fact  that  thr.  railroads 
have  frequently  published  and  republished  the  higher  rates  by  the 
routes  which  would  }>e  expected,  while  they  have  continued  to  use  the 
lower  rates  by  the  improbal)le  routes. 
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Thus,  the  Chicagoand  Eastern  Illinois  Railroad  has  tiled  certain  tariffs 
on  oil  from  Dolton,  111. — an  unfamiliar  junction  point  near  Chicago 
(but  the  connecting  point  for  all  shipments  of  the  Standard  from 
Whiting  over  the  Chicagoand  Eastern  Illinois) — which  have  conflicted 
u'rhthe  rates  conspicuously  published,  both  before  and  after  this, 
t.x'm  Chicago  itself.  The  agent  of  the  railroad  at  Chicago  would  not 
u-  essarily  know  that  lower  rates  could  be  made  from  Dolton,  nor 
v^  lid  the  ordinary  shipper  expect  it.  Shippers  inquiring  from  this 
railroad  for  rates  fron)  Chicago  have  in  some  cases  not  been  notified 
of  the  rates  from  Dolton.  Again,  tariffs  have  been  published  from 
Chicago  to  Springfield,  Mo.,  which,  in  combination  with  duly  filed 
tariffs  leading  out  from  Springfield,  made  the  through  rates  to  points 
in  Indian  Territor}'  very  much  lower  than  through  rates  from  Chicago 
to  these  points  conspicuoush'  published  both  before  and  after  the 
lower  rat«s  were  published.  The  agent  at  Chicago  or  at  St.  Ix)uis 
would  have  no  reason  to  know  that  such  a  combination  of  rates  b}'  way 
of  Springfield  could  be  made,  and  the  shipper  would  have  still  less 
reason  to  look  for  it. 

These  methods  of  handling  and  filing  interstate  tariffs  become  the 
more  effectively  secret  when  the  interstate  rates  are  used  in  combina- 
tion with  secret  State  rates,  as  already  described,  to  make  the  total 
charge  less  than  a  conspicuously  published  through  rate  or  combina- 
nation  of  rates.  For  instance,  the  Missouri  Pacific  and  Southern 
Pacific  railroads,  in  conjunction  with  other  lines,  have  repeatedly 
issued  tariffs  reading  from  St.  Louis,  Mo.,  to  various  points  in  south- 
ern Louisiana.  Prior  to  the  issue  of  some  of  these  through  tariffs,  and 
continuing  throughout  the  time  of  their  existence,  the  Missouri  Pacific 
has  filed  an  inconspicuous  mimeograph  tariff  reading  from  St.  Louis  to 
Alexandria,  La.,  while  the  Southern  Pacific  has  named  rates  out  from 
Alexandria  to  precisely  and  only  the  points  included  in  the  published 
through  tariff  mentioned,  these  points  being  the  leading  tank  stations 
of  the  Standard  Oil  Company  in  this  territory.  These  rates  from 
Alexandria  were  State  rates  not  filed  with  the  Interstate  Commerce 
Conmiission.  The  combination  of  rates  to  these  points  by  way  of 
'Alexandria  was  about  one-fourth  less  than  the  published  through  rates. 
The  agent  at  St.  Louis  could  not  be  expected  to  know  the  total  rates 
under  this  combination,  and  the  ordinary  shipper  would  certainly  not 
look  for  the  conibination,  as  the  through  rates  were  in  a  tariff  familiar 
to  everybody. 

One  of  the  most  striking  secret  discriminations  discovered  )}\  the 
Bureau  of  Corporations  has  }>een  made  by  the  combination  of  one  of 
these  virtually  secret  interstate  rates  with  proportions  of  published 
through  rates  from  another  point  to  the  places  of  final  destination, 
which  proportions  are,  according  to  ordinary  railroad  pnictice,  abso- 
Jutelv  secret. 
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The  only  published  combination  of  rates  from  Whitinjj^  to  most  points* 
in  the  South  is  made  up  of  a  published  rate  of  11  eent^  per  hundred 
pounds  to  the  Ohio  fiiver  plus  published  rates  of  varying  amounts  from 
the  Ohio  River  to  destination.  This  combination  is  a  long  established 
one,  well  known  to  all  shippers.  Instead  of  transporting  oil  on  these 
published  combinations  and  b}^  direct  routes,  the  Standard  Oil  Com- 
pany has  shipped  it  tirst  to  Grand  Junction,  Tenn.,and  thence  to  final 
destination,  by  a  route  in  many  cases  very  unnecessarily  circuitous. 
The  rate  to  Grand  Junction,  which  was  filed  with  the  Interstate  Com- 
merce Commission,  read  from  Dolton,  111.,  and  was  IJ^  cents  per  hun- 
dred pounds.  The  Southern  Railway  bevond  (xrand  Junction  charged 
merely  its  secret  proportions  of  the  published  nites  from  the  Ohio 
River.  By  adding  this  l»3-cent  rate  to  these  secret  proportions,  through 
rates  were  made  about  one-fourth  lower  than  the  published  combina- 
tion by  way  of  the  Ohio  River.  The  secrecy  of  this  comlnnation  is 
evidenced  by  the  fact  that  the  very  railroad  which  made  this  rate — the 
C'hicago  and  Eastern  Illinois — reported  to  the  Bureau  of  Corporations 
much  higher  rates  from  Whiting  to  points  of  final  destination  than 
those  which  were  actually  })eing  made  by  way  of  (irund  Junction, 
l^th  Dolton  and  Grand  Junction  are  obscure  point^j^,  which  no  ordi- 
nary shipper  would  think  of  considering  in  ascertaining  rates  for  the 
South. 

BUM)    mLLlN(i    AND   FALSK    BllJ.INCJ. 

For  the  purpose  of  more  effectively  concealing  the  secret  rates  given 
to  the  Standard  Oil  Company,  railroads  in  several  important  cases 
have  used  peculiar  methods  of  billing  and  accounting. 

In  some  cases  oil  has  l^een  ''blind  billed,"  that  is  to  say,  the  way- 
bills have  been  made  out  showing  the  kind  of  product  transj)orted, 
and  its  weight,  but  without  showing,  as  is  tin*  usual  custom,  any 
freight  rate  or  the  amount  of  the  freight  charges.  In  such  instances 
the  collection  of  freight  is  ordinarily  made,  not  by  the  local  agent  of 
the  railroad  but  through  the  central  ofhce,  by  the  presentation  to  the 
Standard  of  a  sununary  bill  showing  the  amount  of  freight  charges  at 
the  secret  rate.  Local  agents  oftni  do  not  know  what  the  actual  rates 
used  on  blind  bills  are.  Although  one  railroad  blind-bills  oil  where 
there  is  apparently  no  desire  to  conceal  th(»  rat^s,  the  circumstances 
under  which  the  practice  is  followed  by  other  railroads  an*  such  as 
clearlv  to  indicate  the  j)urpose  of  secrecy. 

In  at  least  three  important  cases,  other  than  those  iinoh  ing  din»ct 
rebates,  oil  shipped  l>y  the  Standard  Oil  Company  ha>  b«»en  falst»ly 
waybilled  at  a  pul)lishe(l  tariff  rate,  wliih*  the  freight  cliarg(vs  actually 
colle<*ted  have  been  at  a  lower  >eci«*t  rate.  In  these  cases,  also,  the 
collection  has  been   made   through    the  general  oflic(»  of   the  railiovid 
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company.     This  practice  is  evidently  designed  to  conceal  the  actual 
rate,  and  is  quite  as  effective  for  that  purpose  as  a  rebate. 

In  other  instances  the  oil  has  been  handled  in  the  same  manner  as 
other  shipments  are  ordinarily  handled,  the  secret  rate  being  used 
directly,  instead  of  a  published  rate,  in  the  waybills  and  records  of  the 
railroads,  and  the  collection  of  charges  being  made  in  the  ordinary 
manner  through  the  local  freight  agent.  Where  this  method  is  pur- 
sued there  is,  of  course,  danger  that  the  knowledge  of  the  rate  may 
leak  out,  but  it  by  no  means  follows  that  rates  handled  in  this  manner 
are  open  rates  and  ascertainal>le  ))v  shippers  generally. 

INADEQUACY   OF    PRESENT    KEQUIUEMENTS    IN    SECURING    PUBLICITY    OF 

KATES. 

The  methods  and  particular  instances  given  above  are  those  discov- 
ered by  the  Bureau  of  Corporations  relating  to  the  shipment  of  oil 
over  a  considerable  number  of  important  railroads,  but  the  principles 
are  perfectly  applicable  to  other  forms  of  traflBc  and  may  easily  exist 
now  or  be  hereafter  applied  to  an\'  extent  on  freight  traffic  generally. 

It  is  perfectly  clear,  therefore,  that  the  statutory  publicity  of  rates 
now  required  is  wholly  ineffective  and  is  constantly  evaded,  that  radical 
reform  is  necessary,  and  that  a  method  must  be  devised  to  afford 
the  ordinary  shipper  a  complete,  accurate,  and  easily  available  source 
of  information  as  to  all  rates,  both  from  his  own  shipping  point  and 
from  those  of  his  competitors,  if  anv  limit  is  to  l)e  put  to  the  possi- 
bilities of  rate  discrimination. 

It  must  be  remembered  that  the  Standard  Oil  Company  maintains  a 
large  and  highly  paid  force  of  traffic  experts  whose  business  it  is  to 
examine  and  become  familiar  with  every  possible  combination  of  rates 
on  oil  which  may  be  of  use  to  the  Standard.  This  the  smaller  inde- 
pendent shipper  is  unable  to  do  on  account  of  the  ex|)ense. 

Furthermore,  there  is  no  escape  from  the  conclusion,  based  l)oth  on 
specific  evidence  and  upon  the  general  character  of  these  secret  rate 
adjustments,  that  the  Standard  not  only  uses  but  largely  initiates  and 
secures  these  traffic  discriminations  so  advantageous  U)  itself  and  so 
baffling  to  its  competitors,  and  that  the  Standard  is  often  responsible 
for  the  use  of  these  secret  methods  which  inure  to  its  exclusive  benefit. 

LEADING  INSTANCES  OF  SECRET  DISCRIMINATIONS. 

TlIK    SE('Rt:T    OLKAN    RATES. 

7^y  Rochrsft'i'.-X  rate  of  !♦  cents  per  l)arrel  on  petroleum  and  its 
products  in  tank  cars  was  for  years  made  over  the  Pennsylvania  Railroad 
from  Olean,  N.  Y.,  to  Kochestei,  N.  Y.  This  is  equivalent  to  about  2.8 
cents  per  hundred  pounds.  The  only  shipper  of  oil  from  Olean  is  the 
Vacuum  Oil  Company,  a  subsidiary  concern  of  the  Standard  Oil  Com- 
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pany.  There  was  no  published  rate  from  Oiean  to  liochester  over  the 
Pennsylvania,  })ut  the  Erie  Railroad  published  a  rate  of  lOi^  cents  per 
hundred  pounds.  This  is  equivalent  to  38.0  cents  per  barrel,  or  nearly 
four  times  the  secret  rate  of  the  Penns}  Ivania.  Kates  into  Rochester 
from  independent  western  Pennsylvania  refining  points,  in  the  same 
general  oil  tield,  and  not  very  much  more  distant  than  Olean,  range 
from  about  38  cents  to  46  cents  a  })arrel.  As  a  result  practically  no 
independent  oil  has  been  shipped  into  Rochester.  The  shipments  of 
the  Vacuum  Oil  Company,  on  the  other  hand,  have  been  very  heavy, 
an)ounting  in  1904  to  nearh'  470,<M)()  barrels.  The  direct  saving  to 
the  Standard  by  reason  of  this  secret  rate,  as  compared  with  the  rate 
of  lOi  cents  per  hundred  of  the  Erie  Railroad,  was  over  $115,000  in 
that  year.  Oil  shipped  at  this  rate  was  ''  blind  billed."'  The  authority 
for  these  rates  was  a  rat(^  order  conspicuously  labeled  "'Not  to  be 
posted."'  It  was  not  tiled  with  the  Interstate  Commerce  Commission 
and  was  unknown  to  independent  shippers. 

Ti»  BmihujUni. — A  large  cjuantit}'  of  oil  was  shipped  from  Olean 
to  Rochester  at  the  sectret  rate  of  9  cents  per  ban*el  destined  for 
points  beyond.  Much  of  northern  New  York  was  supplied  in  this 
manner,  in  connection  with  State  rates  of  the  New  York  Central. 
This  rate  to  Rochester  was  also  applied  to  considerable  shipments 
destined  to  Vermont  points.  It  was  used  in  connection  with  a  dis- 
criminatory State  rate  of  9  cents  per  hundred  pounds  from  Rochester 
to  Norwood,  N.  Y.,  over  the  New  York  Central,  and  in  connection  with 
extremely  low  tank-car  nites  of  the  Rutland  Railroad  and  of  the  Cen- 
tnil  Vermont  from  Norwood  to  Burlington,  Rutland,  and  Bellow^  Falls, 
Vt.  The  rate  of  the  Rutland  from  Norwood  to  Burlington  was  S23 
per  tank  car,  regardless  of  weight.  The  average*  weight  of  tank  cars 
shipped  to  Burlington  in  the  year  VM)\  was  ♦)4,9()0  pounds.  This 
tank-car  rate  was,  therefore,  eciuivalent  to  3.54  cents  per  hundred 
lX)unds,  a  ratt*  in  itself  extniordinarily  low  for  this  haul  of  134  miles, 
and  particularly  so  in  comparison  with  other  oil  nites  in  that  territory. 
The  tariff  rate  of  the  Rutland  Railroad  on  retiuvHl  oil  in  barrels  from 
Norwood  into  Burlington  was  33  c(»nts  per  hundred  pounds,  or  nearly 
ten  times  as  high.  Even  had  in<lependent  refiners  known  of  these  lo\* 
tank-car  rates  on  refined  oil,  there  would  still  have  been  <liscrimination 
in  favor  of  the  Standard  Oil  Company,  since  ndejK^ndent  refiners  ship 
into  this  territory  chi«*tly  in  barrels,  and  in  order  to  take  advantage  of 
the  low  rates  would  hav(»  had  to  go  to  the  expense  ot  erecting  tank 
stations. 

The  rate  of  }?:f3  per  tank  car  was  filed  \\\\\\  the  Interstate  ConuniM'ce 
Commission,  but  it  was  to  all  intents  una  purposes  a  .  ecret  rate.     Inde 
jH^ndent  refiners  of  western   Pennsylvania,  who  recjuested  rat(»s  into 
Burlington  from  roads  connecting  with  the  Rutland  by  way  of  Nor- 
wood, were  not  advised  of  this  rate." 
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The  total  charge  of  the  Standard  from  Olean  into  Burlington,  there- 
fore, was  15.34  cents,  consisting  of  the  rate  of  2.8  cents  per  hundred 
(9  cents  per  barrel)  from  Olean  to  Rochester,  the  i-ate  of  9  cents  per 
hundred  from  Rochester  to  Norwood,  and  of  5.54  cents  per  hundred 
from  Norwood  to  Burlington.  The  lowest  through  rate  from  western 
Pennsylvania  points  into  Burlington  to-day  is  33  cents  per  hundred 
pounds,  and  for  some  time  prior  to  July,  1904,  it  was  38  cents  per  hun- 
dred pounds. 

To  Rutland, — The  tank-car  rate  of  the  Rutland  Railroad  from  Nor- 
wood to  Rutland  in  1904  was  $28  per  car,  which  amounted  to  4.22 
cents  per  hundred  pounds  on  the  basis  of  the  average  weight  of  cars 
shipped,  thus  making  a  through  combination  from  Olean  to  Rutland  of 
practically  16  cents  per  hundred  pounds.  The  regular  through  rate 
from  western  Pennsylvania  points  to  Rutland  was  23^  cents. 

The  Standard  Oil  Company,  in  1904,  shipped  more  than  200  cars  of 
oil  into  these  Vermont  points  via  the  Norwood  route;  about  75  per 
cent  of  this  business  was  for  Burlington.  The  original  waybills  made 
out  by  the  Pennsylvania  Railroad  on  these  Vermont  shipments  showed 
clearly  on  their  face  not  only  the  final  destination  but  also  the  route, 
indicating  beyond  question  that  they  were  known  to  be  interstate 
shipments. 

The  low  rates  allowed  from  Norwood  on  refined  oil  in  tank  cars 
were  also  applied  to  carloads  of  lubricating  oil  in  barrels.  This  was 
a  further  discrimination  in  favor  of  the  Standard  Oil  Company,  which 
often  ships  large  amounts  of  lubricating  oil  in  wood.  On  the  other 
hand,  the  average  independent  refiner,  with  his  small  business,  would 
seldom  have  occasion  to  ship  a  full  carload  of  lubricating  oil  into 
Vermont  territory.  In  November,  1905,  after  the  Rutland  Railroad 
knew  that  the  Bureau  of  Corporations  was  informed  of  these  rates  on  tank 
cars,  it  filed  a  tarifi*  applying  the  same  rates  to  carloads  of  refined  oil 
in  barrels,  V)ut  there  is  no  reason  to  believe  that  independent  refiners 
knew  of  this  new  tarift\  so  that  the  advantage  of  the  Standard  Oil 
Company  was  continued. 

This  is  an  instance  of  discrimination  in  favor  of  the  Standaixl  Oil 
Company  efiected  l>y  the  use  of  an  absolutely  secret  State  rate  in  con- 
nection with  an  interstite  rate  which,  though  filed  with  the  Interstate 
Commerce  Commission,  Wiis  virtually  secret,  which  was  denied  to 
indopeiulent  shippers  asking  for  rates  into  Burlington,  and  which,  fur- 
thermore, applied  by  a  junction  point  from  which  no  independent 
shipper  would  naturally  ask  for  rates. 

These  low  tank-car  rates  of  the  Rutland  Railroad  were  participated 
in  by  the  Central  Vermont,  which  carried  the  oil  for  a  part  of  the  dis- 
tance. In  fact,  it  was  the  old  Central  Vermont  which  originally  issued 
thes(»  rates,  the  Rutland  having  inherited  them  when  it  acquired  from- 
the  Central  Vermont  the  properties  of  the  latter  extending  west  from 
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Houses  Point.  Low  as  these  rates  were,  the  old  Central  Vermont 
Railroad,  for  several  years  prior  to  1892,  had  a  still  lower  rate  of  only 
$12  per  tank  car  from  Norwood  into  Burlington. 

2o  Buffalo. — A  rate  of  10  cents  per  barrel  in  tank  ears  was  also 
made  by  the  Pennsylvania  Railroad  from  Oiean  to  Buffalo.  The 
Vacuum  Oil  Company  was  the  only  benedciar}^  The  rate  from  all 
independent  refining  points  in  western  Pennsylvania  into  Buffalo  is  32 
cents  per  barrel.  In  other  words,  the  independent  refiners  were 
charged  more  than  three  times  the  rate  allowed  the  Standard.  This 
Buffalo  rate  was  of  the  same  secret  nature  as  that  into  Rochester,  and, 
like  it,  was  applied  by  means  of  blind  billing.  Over  55,000  barrels 
were  shipped  from  Olean  into  Buffalo  at  this  rate  in  1904. 

In  March,  1906,  very  shortly-  after  the  Bureau  of  Corporations  had 
completed  its  investigation  of  the  Pennsylvania  Railroad's  records, 
that  company  amended  its  secret  tariffs  from  Olean  so  as  to  mise  the 
mteon  finished  petroleum  products  from  Olean  to  Rochester  from  2.8 
cent-s  to  9  cents  per  hundred  pounds,  and  from  Olean  to  Buffalo  from 
3.1  cents  per  hundred  (10  cents  per  barrel)  to  8.5  cents  per  hundred. 
This  change  reduced  greatly  the  unjust  advantage  of  Olean,  the  Stand- 
ard's shipping  point,  over  independent  refining  points  in  western  Penn- 
s3'lvania.  However,  the  Penns^  Ivania  continues  to  apph'  its  former 
low  rates  on  unfinished  products,  which  constitute  a  large  proportion 
of  the  total  movement  from  Olean,  so  that  an  important  discrimination 
still  exists.  The  Pennsylvania  has  discontinued  its  pmctice  of  blind 
billing  oil. 

SECRET    KATES   ON    I.ESS-THAN-(  AKLOAD    LOTS   IN    VEKMONT. 

Although  the  Bureau  of  Corporations  did  not  make  any  extensive 
examination  of  rates  on  less-than-carload  lots,  it  found  an  extremely 
interesting  case  of  discrimination  on  such  shipments  on  the  Centi-al 
Vermont  Railway.  This  company  made  scMret  State  rates  from  Bur- 
lington to  a  large  number  of  Vermont  towns.  They  enabled  the  Stand- 
ard Oil  Company  to  distribute  from  that  point  at  a  further  important 
advantage  the  oil  which  it  had  shippc^l  from  Norwood  into  Burlington 
at  the  low  tank-car  rates  already  described. 

More  than  fifty  such  secret  rates  were  found.  The  oil  was  falsely 
billed  at  published  rates,  but  collection  was  made  through  the  centml 
office  at  the  Iowcm*  nites.  Tliese  stM-ret  rates  were  over  3()  per  cent 
lower  than  the  tariff  ratios. 

In  addition  the  Central  Vermont,  by  means  of  "special  rate  onicM-s,"' 
allowed  the  Standard  flat  tank-car  rates  from  Burlington  to  other 
Vermont  points  which  were  decidiKliy  low.  Thes(»  i-ate  orders  showed 
on  their  face  that  they  were  issued  for  the  Standard  Oil  Company 
specifically. 
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Thus  every  carrier  taking  part  in  the  haul  from  the  refinery  at 
Olean  to  the  consuming  points  in  Vermont  made  a  discriminatory  rate 
resulting  in  special  benefit  to  the  Standard. 

SECRET    GRAND  JUNCTION   RATE. 

The  secret  rate  combination  by  way  of  Grand  Junction,  Tenn.,  the 
method  of  which  has  already  been  described,  wasof  very  great  advantage 
to  the  Standard  Oil  Company  for  many  years.  By  this  combination 
the  Standard  shipped  oil  into  a  large  part  of  Tennessee,  Mississippi, 
Alabama,  Georgia,  and  South  Carolina  at  an  average  of  one-fourth 
less  than  the  published  rate  combination  from  Whiting  and  approxi- 
mately one-third  less  than  the  rates  from  competing  refining  points  in 
Ohio  and  western  Pennsylvania  no  farther  distant.  The  oil  shipped  on 
these  secret  rates  averaged  over  65,000,000  pounds  per  year.  The 
direct  saving  to  the  Standard  by  this  Grand  Junction  combination  was 
approximately  $70,000  per  year,  while  the  indirect  advantage  of 
enabling  it  to  establish  monopoly  conditions  in  the  South  was  of 
much  greater  importance  still. 

Correspondence  in  the  files  of  the  Chicago  and  Eastern  Illinois  Rjiil- 
rojid  shows  clearly  not  only  that  the  trafiic  ofticers  of  the  Standard  Oil 
CJompany  secured  the  establishment  of  this  low  rate,  but  that  they 
were  parties  to  the  device  used  to  conceal  it. 

The  13-cent  rate  from  Whiting  to  Grand  Junction,  which  was  the 
basis  of  this  discrimination,  was  canceled  in  December,  1005,  almost 
Immediately  after  it  was  discovered  by  the  Bureau  of  Corporations. 

SECRET   EVANSVILLE   RATE. 

Oil  shipped  from  Whiting  on  the  Grand  Junction  rate  all  passed 
through  Kvansvillc,  Ind.  Inasmuch,  however,  as  there  were  impor- 
tant points  in  the  South  which  could  not  be  reached  by  wa}-  of  the 
Southern  Kailway  through  Grand  Junction,  the  Standard  Oil  Company 
obtained  a  secret  rate  from  the  Chicago  and  Eastern  Illinois — the  same 
road  which  was  a  party  to  the  Grand  Junction  rate — from  Whiting  to 
Evansvillc,  which  was  used  in  connection  with  other  shipments  South. 
The  only  published  tarifl"  rate  on  oil  from  Whiting  to  Evansville  has 
for  ycMUs  b(»cn  11  cents  per  hundred  pounds.  The  actual  rate  paid  })v 
the  Standard  was  Si  cents,  while  during  part  of  the  time  a  portion  of 
the  shipments  were  carried  at  <>  cents.  The  tariff's  naming  these  low 
rates  were  never  filed  with  the  Interstate  Commerce  Commission.  The 
railroad  called  them  State  tariff's,  although  hundreds  of  waybills  on 
ciirs  of  oil  to  which  these  rates  were  applied  showed  on  their  face  des- 
tinations in  Stat<\s  south  of  the  Ohio  River. 

In  order  more  effectively  to  conceal  these  discriminatory  rates,  the 
Chicago  and   Eastern   Illinois  falsely  billed  the  oil  at  the  pul)lished 
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rate  of  11  cents,  but  through  its  general  office  collected  the  freight  on 
the  basis  of  the  lower  rates. 

The  movement  of  oil  from  Whiting  to  Evansville  destined  to  pointa 
beyond  amounted  to  approximateh'  35,000,000  pounds  per  year.  The 
difference  between  the  published  freight  rate  and  the  actual  rates 
applied  on  the  shipments  of  thirty-three  and  one-half  months  was 
about  $30,000,  or  an  average  of  between  $10,000  and  $11,000  per  year. 
The  secret  Si^-cent  rate  was  also  applied  on  the  less  important  ship- 
ments destined  to  Evansville  for  local  consumption. 

Bv  means  of  these  secret  rates  to  Evansville  the  Standard  Oil  Com- 
pany was  able  to  reach  most  of  the  territory  in  the  South  which  was 
not  covered  by  the  secret  (irand  Junction  combination,  at  a  cost  on 
the  average  of  about  6  cents  per  hundred  pounds  less  than  the  rates 
from  Toledo,  which  is  practically  the  same  distance  from  these  points 
of  destination.  The  Standard  enjoj^ed  an  even  greater  advantage  over 
competitive  refiners  still  farther  east.  To  the  remainder  of  the  south- 
ern territory  not  reached  by  the  Grand  Junction  and  Evansville  secret 
rate  combinations  the  open  rates  from  Whiting  and  from  Standard 
retining  points  on  the  eastern  seaboard  are  so  much  more  favorable 
than  the  rates  from  competing  refining  centers  as  to  give  control  of 
the  markets  without  the  need  of  secret  rates. 

The  secret  Evansville  rates  were  canceled  immediately  after  their 
discovery  by  the  Bureau  of  Corporations,  and  the  regular  tariff  rate 
of  11  cents  per  hundred  ix)unds  is  now  being  charged. 

SECRET   EAST   ST.    LOUIS   RATE. 

The  secret  rates  from  Whiting  to  East  St.  Louis,  111.,  which  have 
also  been  described  above,  were  (|uite  as  advantageous  to  the  Standard 
Oil  Company  as  the  Grand  Junction  rate.  The  only  duh'  published 
rate  on  oil  between  these  points  was  the  fifth-class  rate  of  18  cents 
I>er  hundred  pounds.  The  rate  charged  to  the  Standard  practically 
from  the  opening  of  its  Whiting  refinery  in  1890  was  6  cents.  This 
rate  was  carried  by  the  Chicago,  Burlington  and  Quincy,  the  Chicago 
and  Alton,  and  the  Chicago  and  Eastern  Illinois  railroads;  the  Illinois 
Central  and  Wabash  maintained  the  is-cent  rate  and,  needless  to  sjiy, 
got  no  oil  shipments. 

The  shipments  of  the  Standard  to  East  St.  Louis  have  been  enor- 
mous, practically  the  entire  Southwest  having  })een  supplied  from 
Whiting  through  this  gateway.  The  amount  of  oil  carried  on  the 
f)-cent  rate  in  1904  was  more  than  204,000,000  pounds,  and  the 
difference  between  the  published  rate  and  the  actual  rate  charged 
amounted  to  $5i38,0()().  The  refineries  of  northern  Ohio  and  western 
Pennsylvania  had  to  pay  from  17  to  '2^  cents  per  hundred  pounds  to 
reach  East  St.  Louis,  or  from  1 1  to  18i  cents  more  than  the  Standard. 
Had  the  rates  on  oil  been  adjusted  on  the  same  relative  basis  as  those 


14  TRANSPORTATION  OF  PETROLEUM. 

on  most  other  commodities,  the  difference  in  favor  of  Whiting  would 
have  been  only  from  5  to  10  cents.  By  virtue  of  this  great  discrimina- 
tion, combined  with  various  other  less  important  discriminations  in 
the  rates  beyond  East  St.  Louis,  the  Standard  Oil  Company  has  been 
able  to  establish  an  almost  complete  monopoly  throughout  the  South- 
west, and,  as  in  the  South,  it  has  there  charged  extortionate  prices. 
The  recent  establishment  of  independent  refineries  in  Texas  and  Kansas 
has  slightly  modified  this  situation. 

This  6-cent  rate  from  Whiting  to  East  St.  Louis  was  extraordinarily 
low  for  the  haul,  which  is  281  miles  by  the  shortest  route.  Out  of 
this  rate  the  railroads  have  paid  high  switching  charges  from  Whiting 
to  their  tracks.  The  net  return  to  the  Chicago,  Burlington  and  Quincj% 
the  most  circuitous  line  making  this  rate,  was  only  about  2.8  mills  per 
ton  per  mile,  while  even  the  shortest  lines  netted  only  about  4  mills 
per  ton  per  mile.  Even  coal,  a  much  cheaper  commodity  than  refined 
oil,  is  seldom  carried  at  a  published  rate  as  low  as  2.8  mills  per  ton 
per  mile.  In  view  of  the  fact  that  the  tank  cars  are  almost  invariably 
returned  empt}'  without  charge,  these  rates  barely,  if  at  all,  paid  the 
expense  of  operation,  and  ofBcers  of  the  railroads  have  admitted  that 
thc}^  would  not  have  made  such  low  rates  except  as  a  condition  of 
obtaining  more  profitable  oil  traffic  to  other  destinations. 

OflBcers  of  two  of  the  railroads  which  made  this  6-cent  rate  admitted 
frankly  that  it  was  secret.  As  soon  as  it  was  discovered  by  the  Bureau 
of  Corporations  the  railroads  canceled  it  and  substituted  a  rate  of  10 
cents.  None  of  the  railroads,  however,  filed  this  new  rate  with  the 
Interstate  Commerce  Commission  until  several  months  after  it  was  put 
in  force.  As  late  as  October,  1905,  the  local  agents  of  the  Burlington 
and  the  Alton,  in  response  to  a  telephone  inquiry  from  a  shipper, 
quoted  18  cents  on  oil  from  Chicago  to  East  St.  Louis.  Even  the 
rate  of  10  cents  is  unreasonably  low  as  compared  with  the  rates 
from  competitive  refining  points  to  East  St.  Louis.  It  is  a  curious 
fact  that  the  Chicago,  Burlington  and  Quincy  Railway  still  later,  in 
190(>,  filed  a  copy  of  one  of  its  old  secret  tariffs  naming  the  6-cent  rate, 
apparently  with  the  thought  that  this  might  in  some  way  justify  its 
previous  charges. 

SECRET   RATE   COMBINATION    INTO   LOUISIANA. 

The  method  by  which  the  secret  rate  combination  from  St.  Louis  and 
Whiting  to  points  in  southern  Louisiana  was  arranged,  over  the  lines 
of  the  Missouri  Pacific  and  Southern  Pacific,  has  already  been  described. 
The  published  rates  from  St.  Louis  to  these  towns,  which  include 
many  of  the  most  important  in  Louisiana,  range  from  3H  to  40  cents 
per  hundred.  The  proportional  rate  from  St.  Louis  to  Alexandria, 
La.,  which,  though  filed  with  the  Interstate  Commerce  Commission, 
was  substantially  secret,  was  15  cents,  while  from  Alexandria  State 
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rate«  were  made  which  gave  a  total  charge  to  these  points  from  St. 
I^uis  of  from  29  to  34  cents,  a  departure  from  the  published  through 
rates  of  from  7  to  9  cents  per  hundred.  By  combining  with  these 
secret  rates  from  St.  Louis  the  secret  rate  of  6  cents  from  Whiting  to 
East  St.  Louis,  the  StJindard  Oil  Company  was  able  to  reach  these 
southern  Louisiana  points  for  from  35  to  40  cents.  -  A  refiner  at 
Toledo,  only  152  miles  farther  away,  would  have  to  pay,  on  the  basis 
of  the  published  through  rates  from  St.  Ix)uis,  which  undoubtedly 
would  have  been  charged  him,  from  53  to  57  cents,  or  from  17  to  20 
cents  more  than  was  paid  by  the  Standard,  whereas  a  reasonable  differ- 
ence in  freight  charges  would  be  onh"  about  5  cents  per  hundred 
pounds.  • 

ABNORMAL   RATK   CilMBlNATION   INTO   INDIAN   TERRITORY    POINTS. 

The  published  through  rate  from  St.  Louis  to  Vinita,  Claremore, 
Miami,  and  Tulsa,  Ind.  T.,  important  towns  and  junction  points, 
ranges  from  30  to  52  cents  per  hundred.  The  Standard  Oil  Company 
has  reached  these  towns  by  shipping  from  Whiting  to  Springfield, 
Mo.,  at  a  pubFished  rate  of  21  cents,  and  from  Springfield  on,  over 
the  St.  Louis  and  San  Francisco  Railroad,  at  rates  of  from  6  to  8  cents 
per  hundred,  giving  a  total  charge  of  from  27  to  29  cents  from  Whit- 
ing. The  rates  from  Springfield  to  these  points  in  Indian  Territory 
were  filed  with  the  Interstate  Commerce  Commission.  It  is  altogether 
proliable,  however,  that  an  independent  concern  offering  oil  for  ship- 
ment at  St.  Louis  would  have  been  charged  the  regular  through  rates 
by  the  St.  Ix)uis  agent,  who  would  not  be  likely  to  know  of  the  com- 
bination by  way  of  Springfield.  In  that  case  the  Toledo  refiner  would 
have  to  pay  from  47  to  ()i^  cents  to  reach  towns  which  could  be  reached 
from  Whiting  for  from  27  to  29  cents,  whereas  a  reasona})le  difference 
in  freight  charges  as  between  Toledo  and  Whiting  would  be  only  5 
cents  per  hundred  ix)unds. 

The  distance  from  Whiting  to  Tulsa  fs  7(K5  miles;  the  rate  29  cents. 
An  independent  refiner  at  Cherryvale,  Kans.,  121  miles  from  Tulsa, 
was  recently  quoted  also  a  rate  of  29  cents. 

These  low  nites  from  Springfield  to  Indian  Territory  points  were 
canceled  by  the  milway  almost  immediately  after  they  were  discovered 
by  the  Bureau  of  Corporations. 

ABNORMAL    BASIS   OF    UATKS    FROM    NKODESHA  TO  MISSOURI    POINTS. 

For  some  time  during  1905  the  conspicuously  pu})lished  tariff  mte 
on  oil  from  Xeodesha,  Kans.,  a  refining  point  of  the  Standard,  to 
southwestern  Missouri  points  was  17  cents.  The  actual  shipments  of 
the  Standard  were  made  at  !(►  cents.  Without  definitely  ass(M'ting 
that  this  was  an  impropc^r  <'harge,  it  may  be  iK)inted  out  as  an 
instance  of  the  entirelv  unsjitisfactorv  methods  bv  which  tariffs  are 
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made.  The  Standard  claimed  the  10-cent  rate  on  the  ground  that  this 
rate  was  in  effect  from  Neodesha  to  Kansas  City,  and  that  a  circular 
of  the  railroad  company  duly  tiled  provided  that  Kansas  City  rates 
should  be  the  maxima  between  points  like  Neodesha  and  points  in 
southwestern  Missouri.  This  circular  was  issued  before  the  tariff 
naming  the  17-cent  rate,  and  it  is  obvious  that  the  railroad  ought 
to  have  amended  the  latter  tariff  if  it  intended  the  10-cent  rate  actually 
to  apply.  At  the  same  time  that  the  Standard  was  paying  10  cents 
over  the  St.  Louis  and  San  Francisco  Railroad  the  Missouri,  Kansas 
and  Texas  quoted  a  rate  of  22  cents  from  Humboldt,  Kans.,  to  the 
same  Missouri  points,  Humboldt  being  quite  as  near  as  Neodesha. 
An  independent  refiner  at  Clierr\'vale,  Kans.,  which  is  on  the  line  of 
the  St.  Louis  and  San  Francisco  between  Neodesha  and  southwestern 
Missouri,  was  quoted  a  rate  of  17  cents,  also  during  the  time  when  the 
Standard  was  paying  10  cents.  Neither  of  these  competitors  knew 
that  the  Standard  enjoyed  the  10-cent  rate. 

SECRET   RATES   AND    REBATES   IN    CALIFORNIA. 

An  especially  largo  number  of  secret  rates  and  re})ates  in  the  trans- 
portation of  oil  was  found  in  ( -alifornia.  A  peculiar  feature  of  the 
oil  business  in  that  State  is  the  very  extensive  use  of  crude  oil  for 
fuel  purposes.  The  largest  individual  consumers  are  the  railroads 
themselves.  The  situation  is  complicated  by  the  fact  that  milroads 
not  only  use  an  enormous  amount  of  crude  oil,  but  themselves  are 
owners  of  or  interested  in  production.  This  double  relation  to  the 
industry  has  been  of  serious  injury  to  the  ordinary  producer. 

Discriminations  in  rates  in  California  have  not  l>een  confined  to  the 
Standard  Oil  Compttn}',  })ut  have  also  been  enjoyed  by  several  other 
large  oil-producing  companies,  principally  the  Union  Oil  Company  and 
the  Associated  Oil  Company,  the  latter  of  which  is  virtually  controlled 
by  the  Southern  Pacific  Company.  Moreover,  secret  rates  and  rebates 
have  been  allowed  to  some  of  the  largest  consumers  of  fuel  oil  in  that 
State,  possibh"  owing  to  the  fact  that  these  concerns  contribute  a  largo 
amount  of  other  traffic  to  the  railroads.  Although  the  Standaixl  Oil 
Company  is  not  the  exclusive  beneficiary  of  these  discriminations,  it 
receives  them  more  extensively  than  any  other  interest,  and  the  secret 
rates  discovered  were  almost  invariably  denied  to  the  smaller  shippers. 
In  the  case  of  the  Associated  Oil  Company  there  is  considerable  evi- 
dence that  it  is  not  a  genuine  competitor  of  the  Standard. 

A  distinctive  feature  of  the  discriminations  on  the  Pacific  coast  is 
the  very  general  use  of  the  rebate  as  a  method  of  settlement.  The 
Southern  Pacific  Conii)any  invariably  used  the  rebate  in  applying  its 
secret  rates;  the  Santa  Fe  system  at  times  employed  the  rebate  and 
at  other  times  collected  the  secret  rates  in  the  first  instance. 
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SECRET   RATES   FROM   BAKERyFlKLI)   TO    NORTHERN   CALIFORNIA   I*OINT8. 

li{ikei*stield  is  in  the  vicinity  of  the  Kern  River  tield,  the  most  impor- 
tant fuel-oil  tield  of  the  State.  The  tariff  rate  on  crude  oil  from 
Bakerstield  to  Keswick,  Redding,  and  Red  Bluff,  important  points  in 
northern  California,  was  84  cents  per  barrel.  The  Southern  Pacific 
Company,  however,  put  in  a  special  rate  of  about  59  cents  per  barrel 
from  Bakersfield  to  these  points,  invariably  applying  it  by  me^ns  of 
the  rebate.  These  secret  rat^s  were  ostensibh^  quoted  to  the  consumer 
to  meet  the  competition  of  wood  in  the  mountains  for  fuel  purposes. 
In  several  instances  the  rebate  was  paid  to  the  consignee.  The  only 
shipper  receiving  the  benefit  of  these  secret  rates  was  the  Standard 
Oil  Company.  The  Standard  at  times  gave  the  consignee  practically 
the  full  benefit  of  secret  rates  which  it  used,  in  the  form  of  lower 
prices  for  the  oil,  and  thus  obtained  contracts  in  competition  with  inde- 
pendent shippers,  who  were  unaware  of  these  rates,  and  who  were 
forced  out  of  markets  because  of  this  unfair  advantage  of  the  Standard. 

An  even  greater  advantage  was  given  the  Standard  Oil  Company  on 
shipments  of  fuel  oil  to  the  same  points  from  its  refinery  at  Point  Rich- 
mond, just  across  the  bay  frou)  San  Francisco.  In  this  case  the  secret 
rate  was  arrived  at  by  a  most  unusual  and  extremely  improper  manip- 
ulation, which  resulted  in  giving  the  Standard  a  rate  of  W  cents  per 
barrel,  or  a  little  over  one-half  the  full  tariff  rate  from  Richmond. 

The  Southern  Pacific  Company  also  had  a  secret  mte  of  01^  cents  per 
Imrrel  from  Bakersfield  to  Floriston.  as  against  the  tariff  nite  of  84 
cents  per  barrel.  The  rebate  in  this  case  was  enjoyed  by  the  con- 
signee, the  Floriston  Pulp  and  Paper  Company.  Other  secret  rates 
on  oil  were  made  from  Bakersfield  to  Lamoine  and  Boca,  and  from 
Richmond  to  Barnards,  Chico,  Durham,  and  Middle  Creek.  The 
I^moine  rate  was  giviMi  to  a  local  consignee,  the  Boca  mte  to  the 
Associated  Oil  Company,  and  the  others  mentioned  to  the  Stiindard. 

SECRET    HATES    FKOM    BAKERSFIELD   TO   SAN    DIEliO. 

A  striking  instance  of  discrimination  in  California  was  that  of  a 
serret  mte  of  50.4  cents  per  })arrel  on  crude  oil  from  Bakersfield 
to  San  Diego,  at  a  time  when  the  tariff  rate  was  1*2.7  cents.  This 
secret  rate  was  known  to  the  Standard  Oil  Company  and  the  Asso- 
ciated Oil  Company,  and  was  (exclusively  enjoyed  by  them  for  a  con 
sidemble  time.  Furthermore,  it  <»nabled  them  to  capture  a  number 
of  very  important  long-time  contract*  in  San  Diego,  giving  them  a 
virtual  monopoly  of  fueloil  markets  in  that  vicinity.  This  rate  was 
for  a  considerable  time  deliberately  withheld  from  the  Cnion  Oil  Com- 
pany, which  was  a  most  active  competitor  of  the  Standard  and  of  the 
Asso(*iated  Oil  Companies,  and  which  had  previouslv  been  figuring  t)n 
some  of  these  contracts.  It  was  also  unknown  to  all  other  shippers. 
2S4S9— 06 2 
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This  rate  not  only  enabled  the  Standard  and  the  Associated  to  underbid 
the  Union  Oil  Companj^  but  it  also  permitted  them  to  ship  crude  oil 
all  the  way  from  Bakersfield  past  the  wells  of  southern  California 
producers  into  what  was  a  natuml  market  of  the  latter.  A  number  of 
the  contracts  of  the  Associated  Oil  Company  were  at  70  cents  per  barrel, 
delivered — nmch  less  than  the  published  freight  rate  alone.  As  some  of 
the  consignees  paid  the  open  rate  of  [)2.7  cents  per  barrel,  the 
Associated  Oil  Company,  out  of  its  rebate  of  42.3  cents  per  barrel, 
refunded  to  them  22.7  cents  per  })arrel,  retaining  the  balance  as  the 
net  price  to  it  of  the  oil  in  the  field. 

SECRET   RATES   FROM   RKDONDO. 

Redondo  is  on  the  southern  coast  of  California,  near  Los  Angeles. 
It  is  used  as  a  seaport  by  the  Standard  Oil  Company  for  delivering  oil 
into  southern  California  from  its  refinery  at  Richmond.  The  Standard 
is  the  only  shipper  of  oil  from  Redondo.  Against  a  taritf  mte  of  32 
cents  per  barrel  on  refined  oil  from  Redondo  to  Los  Angeles,  the  Santa 
Fe  system  granted  the  Standard  a  secret  rate  of  7^  cents.^  The  same 
secret  rate  was  also  allowed  on  fuel  oil,  the  tariff  rate  in  this  case 
being  10  cents  per  barrel.  The  Standard  Oil  Company  shipped  great 
quantities  of  oil  at  this  rate,  distributing  it  to  a  large  number  of 
important  markets  in  southern  California  and  Arizona.  On  shipments 
of  fuel  oil  to  Arizona  points  the  original  waybills  at  Redondo  clearh' 
showed  the  final  destination,  thus  indicating  the  interstate  character  of 
the  business.  On  fuel  oil  the  Santa  Fe  applied  the  secret  rate  by 
means  of  rebate,  whereas  on  refined  oil  the  rate  was  used  directly  on 
the  waybills  in  most  cases. 

This  secret  rate,  in  connection  with  the  very  low  cost  of  water  trans- 
portation from  Richmond  to  R«»dondo  in  the  Standard's  own  tank  ves- 
sels, enabled  it  to  overcome  the  disadvantage  of  the  location  of  its 
refiner}^  nearly  r»00  miles  north  of  Los  Angeles,  and  to  deliver  its 
product  into  that  and  neighboring  cities  in  sharp  competition  with 
southern  California  refiners.  The  prices  of  refined  oil  in  Los  Angeles 
were  the  lowest  in  the  State.  The  same  oil  which  the  Standard  sold 
in  San  Francisco,  just  across  the  ])ay  from  its  refinery,  at  12i  cents 
was  delivered  and  sold  by  it  in  Los  Angeles  at  7^  cents. 

An  even  greater  advantage  over  the  independent  refiners  at  Los 
Angc^les  was  secured  by  the  Standard  Oil  Company  through  a  secret 
rate  of  24  cents  per  barrel  on  refined  oil  from  R(»dondo  to  San  Diego. 
The  tariff  late  (juoted  from  ])oth  Redondo  and  Los  Angeles  to  San 
Diego  was  80  cents  a  barrel.  Furthermore,  the  oil  shipped  by  the 
Standard  from  Redondo  to  San  Diego  had  to  move  by  way  of  Los 
Angeles  past  the  refineries  of  its  competitors.  On  fuel  oil  the  Stand- 
ard obtiiined  a  secret  rate  of  20  cents  from  Redondo  to  San  Diego. 

"Tliis  sju'cial  rate  applied  to  a  barrel  of  42  pilloiiH,  while  tlie  tariff  rate  was  on  a 
barrel  of  50  gallons.     See  ]>.  42.S. 
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During  part  of  the  time  the  tariff  rate  was  about  52  cents  a  barrel, 
and  during  the  remainder  about  33  cents.  The  excuse  offered  for  this 
rate  was  that  it  was  made  to  meet  water  competition. 

SECRET   RATES  TO   SUGAR    REFINERIES. 

Several  of  the  large  sugar  retineries  in  California  obtjiined  secret 
rates  from  the  Southern  Pacific  Company  on  crude  oil.  Thus  the 
American  Beet  Sugar  Company,  at  Oxnard,  was  given  a  secret  rate  of 
37.8  cents  per  barrel  as  against  a  tariff  rate  of  53  cents.  The  rebates  to 
the  American  Beet  Sugar Compan^'in  ten  months  of  19(H  were  about 
$15, (XX).  The  I'nion  Sugar  Compan}^  at  Betteravia,  was  given  a 
secret  rate  of  50.4  cents  per  barrel  as  against  a  tariff  rate  of  84  cents. 
This  rebate  during  the  year  li)04  amounted  to  about  $3,500.  In  the 
case  of  the  Spreckels  Sugar  Comimny,  at  Spreckels,  a  secret  rate  was 
made  by  the  Southern  Pacific  of  42  cents  per  barrel  as  compared  with 
the  tariff  rate  of  50.4  cents.  The  rebate  in  this  case,  however,  went 
to  the  Associated  Oil  Companv.  Shipments  of  oil  at  this  rate  were 
very  heavy. 

OTHER   SPEriAL    RATES   IN    CALIFORNIA. 

The  instances  cited  are  the  most  important  illustrations  of  secret 
rates  allowed  on  oil  by  the  leading  California  railroads.  In  all  more 
than  eightv  distinct  violations  of  tariffs  on  oil  were  discovered  in 
this  State;  the  total  concessions  to  shippers  and  consignees  under 
these  rates  as  compared  with  the  published  tariffs  may  be  safely  esti- 
mated at  about  ^200J>00  per  year,  of  which  amount  about  5?100,0()0 
went  to  the  Standard.  Since  the  investigation  of  the  Bureau  was 
undertaken  a  large  numl)er  of  these  secret  rates  have  been  published, 
but  in  view  of  the  fact  that  the  favored  shippers  had  l>een  able  to 
secure  manv  long-time  contracts  the  benefit  of  this  Inflated  publication 
to  other  competitors  will  })e  greatU'  restricted. 

In  addition  to  the  secret  rates  of  the  nature  just  discussed,  the 
investigation  disclosed  the  use  of  sp<»cial  rates  under  peculiar  condi- 
tions. 

Among  these  was  a  special  rate  of  J?2.30  per  ton  from  Bakersfield 
to  the  Muq>hy  Water,  Ice  and  Light  Company,  at  Needles,  just  on 
the  Arizona  border.  The  tariff  rate  was  >'S  a  ton.  The  Santa  Fe 
stated  that  this  rate  was  involved  in  a  contract  with  the  consignee 
for  the  supply  of  water  and  ic«»  to  tin-  railroad.  This  principle  of 
special  rates  to  c(»nsignees  having  peculiar  n»lations  with  the  rail- 
roads, while  not  ntMessarily  involving  any  impropriety,  nevertheless 
is  capable  of  beinjr  developed   into  w  idespread  (iiscriniination. 
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POSSIBILITY   OF   FURTHER   DISCRIMINATIONS. 

In  view  of  the  methods  discovered  and  outlined  above,  it  seems 
wholly  possible  that  there  may  exist  a  multitude  of  other  discrimi- 
nations, effected  by  secret  rates  or  even  by  rebates,  of  great  aggre- 
gate importance,  involved  in  the  local  distribution  of  oil,  especially 
in  less-than-carload  lots.  The  Standard  Oil  Company  ships  enor- 
mous quantities  of  oil  in  less-than-carload  lots,  and  although  the  dis- 
tances involved  in  such  cases  are  usually  comparatively  short  the 
amount  of  freight  charges  under  the  high  rates  which  prevail  on  such 
business  under  regular  tariffs  would  be  very  great  and  the  possibilities 
of  departure  from  these  charges  extensive.  This  business,  which  deals 
with  a  vast  number  of  different  shipping  points,  could  not  have  been 
adecjuately  examined  by  the  Bureau  of  Corporations  in  time  for  this 
report. 

So  far  as  concerns  the  railroad  records  (chiefly  of  waybilling,  claims, 
and  car-mileage  payments)  which  were  actually  examined  hy  the  Bureau 
of  Corporations,  it  is  safe  to  say  that  such  records  do  not  contain  evi- 
dence of  many  important  cases  of  discrimination  not  discovered  by  the 
Bureau,  but  it  must  be  I'emembered  that  in  the  complexity  and  extent 
of  railway  accounting  systems  it  would  be  easily  possible  to  conceal 
completely  the  payment  of  direct  re])ates  under  the  guise  of  tictitious 
expenses,  salary  accounts,  etc.,  so  that  no  examination  short  of  an 
absolute  audit  of  every  account  and  voucher  of  the  company  would 
reveal  their  existence.  It  is  probable,  however,  that  most  of  the 
rebates  as  such  in  interstiite  transportation  of  oil  have  been  discon- 
tinued, but  the  effect  of  the  secret  rate  is  the  same  as  the  rebate. 

It  is  perfectly  clear  that  the  distinction  between  the  rebate  and 
the  secret  rate  is  merely  one  of  accounting;  the  tinancial  result  and 
the  effect  on  competitors  is  exactly  the  same  whether  the  secret  rate 
is  collected  in  the  first  instance  or  whether  the  tariff*  rate  is  collected 
and  the  difference  between  that  and  the  secret  rate  paid  back.  The 
distinction  is  one  wholly  of  form. 

DISCRIMINATION  IN  THE  OPEN  ARRANGEMENT  OF  RATES. 

Important  as  secret  discriminations  in  rates  are,  giving,  as  they  do, 
the  Standard  Oil  Company  an  advantage  through  numerous  gateways  to 
approximately  a  third  of  the  area  of  the  United  States,  they  are  hardly 
more  important  than  open  discriminations  in  rates.  Almost  ever>^- 
where  the  rates  from  the  shipping  points  used  exclusively,  or  almost 
exclusively,  i)y  the  Standard  are  relatively  lower  than  the  rates  from 
the  shipping  points  of  its  competitors.  Kates  have  been  made  low  to 
let  the  Standard  into  markets,  or  they  have  })een  made  high  to  keep 
its  competitors  out  of  markets.  Trifling  dilferences  in  distances  are 
made   an   excuse    for    large    differences   in   rates    favorable   to    the 
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Standaixl  Oil  Company,  while  large  differences  in  distances  are  ignored 
where  they  are  against  the  Standard.  Sometimes  connecting  roads 
prorate  on  oil — that  is,  make  through  rates  which  are  lower  than  the 
combination  of  local  rates;  sometimes  they  refuse  to  prorate:  but  in 
either  case  the  result  of  their  policy  is  to  favor  the  Standard  Oil  Com- 
pany. Different  methods  are  used  indifferent  places  and  under  dif- 
ferent conditions,  but  the  net  result  is  that  f rouj  Maine  to  California 
the  general  arrangement  of  open  rates  on  petroleum  oil  is  such  as  to 
give  the  Standard  an  unreasonable  advantage  over  its  competitors. 

The  conclusion  is  unavoidable  that  the  Standard  Oil  Company  has 
had  an  important  voice  in  the  construction  of  such  rates,  and  thi.-»  con- 
clusion is  supported  by  specific  evidence  developed  by  the  investiga- 
tion. 

It  is  impmcticable  to  discuss  in  detail  in  this  summary  the  varied 
advantages  derived  by  the  Stjindard  froni  the  open  arrangement  of 
rates.     The  most  important  may  be  brielly  presented. 

DISCKIMINATION    BKTWKEN    WHITIN(;  AM)  COMPKTINO    RKFIXIXG    POINTS. 

The  refinery  of  the  Standard  Oil  Company  at  Whiting,  Ind.,  pro- 
duces one-third  of  the  refined  oil  which  the  company  sells  in  the  United 
States.  The  Whiting  plant  supplies  oil  to  more  than  half  of  the 
country,  and  until  the  recent  establishment  of  refineries  controlled  by 
or  attiliated  with  the  Standard  in  California,  Texas,  Kansas,  and  Mis- 
souri it  supplied  a  large  proportion  of  the  refined  oil  used  in  fully 
two-thirds  of  the  area  of  the  Cnited  States.  There  is  almost  no  part 
of  this  enormous  area  into  which  the  open  rates  from  Whiting  are  not 
more  favorable  than  the  geographical  location  of  the  refinery  would 
justify. 

Shortly  l^efore  the  opening  of  the  refinery  at  Whiting  in  ls\H)  the 
western  railroads  discontimu»d  their  practice  of  prorating  on  oil  from 
the  eastern  refining  points  to  the  Middle  and  Far  West.  On  practi- 
cally all  other  commodities  prorating  is  provided  for.  The  result  is 
that  im  shipments  of  oil  to  points  in  this  territory  there  must  be  added 
to  the  rate  from  Chicago  the  local  rate*  from  the  eastern  refinery  up  to 
Chicago.  In  other  words,  the  Whiting  refiiw^ry  has  the  advantage 
over  its  competitois  to  the  extent  of  the  full  local  rate  up  to  Chicago, 
amounting  to  from  TJ  to  li)i  cents  jx»r  hundred.  Cnder  prorating 
arrangements  this  advantage  would  be  considerably  reduced  with 
respect  to  a  large  area  in  western  Illinois  and  in  eastern  Iowa  and 
Missouri,  and  also  with  respect  to  the  entire  Rocky  Mountain  and 
Pacific  coast  t<»rritorv.  Refon*  the  Whiting  refinery  was  established 
oil  wa«  carried  from  iH)ints  like  Toledo,  Cleveland,  and  Pittsburg  to 
all  Pacific  coast  terminals  at  the  same  rates  as  from  Chicjigo. 

Toward  the  Southwest  Whiting  has  a  similar  gn^at  advantage, 
becauHe  of  the  refusal  of  the  railroads  to  make  through  rates  on  oil 
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from  points  ea«t  of  Whiting.  On  virtually  all  other  commodities  of 
similar  grade  through  rates  are  established  from  Toledo  and  Cleve- 
land to  a  large  part  of  the  Southwest  only  5  or  6  cents  higher  than 
the  rates  from  Chicago,  and  through  rates  from  Pittsburg  and  vicinity 
onlv  9  or  10  cents  above  those  from  Chicago.  In  the  absence  of 
prorating  arrangements  on  oil,  competitive  refiners  have  to  pay  the 
local  rates  to  East  St.  Louif?  in  order  to  reach  this  territor}^,  these 
rates  being  from  17  to  24^  cents  per  hundred.  On  shipments  from 
Whiting  into  much  of  the  southwestern  territory  there  are  also 
no  through  mtcs,  but  the  Standard  had  no  need  of  them,  because  of  its 
secret  rate  of  <»  cents  to  East  St.  Louis,  which  was  from^ll  to  18^ 
cents  less  than  the  rates  charged  to  its  competitors  to  reach  that  point. 
To  other  large  areas  in  the  Southwest  the  railroads  make  through 
rates  from  Whiting  only  5  cents  per  hundred  above  the  rates  from 
St.  Louis,  enabling  the  Standard  to  make  shipments  for  from  12  to 
19i  cents  less  than  its  competitors  at  points  like  Toledo,  Cleveland, 
and  Pittsburg  would  pay.  In  view  of  the  great  length  of  the  hauls 
into  the  Southwest,  the  ditierence  in  distance  as  between  Whiting  and 
competing  refining  points  justifies  but  a  fraction  of  this  difference  in 
rates. 

Essentially  the  same  situation  exists  with  reference  to  important 
points  along  the  Mississippi  River  from  Memphis  to  New  Orleans,  and 
thence  along  the  (irulf  as  far  east  as  Pensacola.  By  virtue  of  through 
published  rates  the  Standard  Oil  Company  can  reach  all  of  these 
points  below  Memphis  at  23  cents  per  hundred,  while  the  refiner  at 
Toledo,  who  must  pay  the  local  rates  to  the  Ohio  River  and  the  local 
rates  be3^ond,  is  charged  32^  cents,  the  refiner  at  Cleveland  33  cents, 
and  the  refiner  at  Pittsburg  36i  cQnts — differences  in  rates  by  no 
means  justified  by  the  differences  in  distance.  On  other  commodities 
of  coi^-esponding  grade  through  rates  are  made  from  these  points  to 
the  same  destinations,  which  are  only  1  or  2  cents  per  hundred  higher 
than  the  rates  from  Chicago. 

Notwithstanding  the  cancellation  of  the  secret  Evansville  and  (Irand 
Junction  rates,  the  Stiindard's  refinery  at  Whiting  still  has  an  advantage 
in  the  open  rates  into  almost  the  entire  South  of  3A  cents  over  Toledo, 
4  cents  over  Cleveland,  and  7i  cents  over  Pittsburg,  although  on  com- 
modities other  than  oil  practically  the  same  rates  apply  from  all  these 
points  as  from  Whiting.  The  Standard  can  ship  from  Whiting  to 
Nashville  for  :i3  cents;  it  costs  30i  from  Toledo. 

Finally,  the  rates  from  Whiting  to  points  in  Illinois,  Indiana,  and 
Michigan  have  been  relatively  lower  than  the  rates  from  competing 
refining  centers.  Even  where  the  distances  are  precisely  the  same,  the 
rate  from  Whiting  has  been  usually  from  2  to  3  cents  lower.  The 
rates  on  oil  into  this  territory  were  also  out  of  line  with  the  rates 
on  other  commodities.      The  rates  from  Whiting  into  Michigan  and 
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northern  Indiana  were  raised  in  1906  so  as  largely  to  correct  the  dis- 
parity in  that  particular  territory,  and  mtos  from  Whiting  to  some 
points  in  western  Indiana  and  eastern  Illinois  were  also  raised  about 
the  same  time. 

ABSENCE   OF   PRORATING   ARRANGEMENTS   IN    NEW    ENGLAND. 

The  Standard  Oil  Company  has  a  natural  advantage  in  reaching  New 
England  markets  because  of  its  abilit}'  to  ship  oil  from  its  tide-water 
refineries  by  its  own  tank  vessels  to  point'J  on  the  New  England  coast, 
and  thus  reach  a  large  area  on  relatively  short  mil  hauls.  This  natural 
advantage,  however,  has  been  greatly  increased  by  a  refusal  on  the 
part  of  New  England  roads  generally,  and  particularly  the  New  York, 
New  Haven  and  Hartford  Railroad,  to  name  through  rates  from  interior 
refining  points  to  New  England  markets.  On  practically  all  other  com- 
modities the  New  England  railroads  make  through  rates,  and  to  nearly 
all  southern  New  England  such  rates  from  western  Pennsylvania 
are  the  same  as  those  to  Boston.  The  refusal  on  the  part  of  the  New 
Haven  system  topromte  on  oil  necessitated  the  payment  of  '"arbitrary  " 
loi'al  rates  from  junction  points  to  destination.  This  increased  the 
trans|)ortation  charge  from  interior  refining  points,  on  the  average, 
about  S  cents  per  hundred,  or  one-half  cent  per  gallon.  This  has  con- 
tributed, as  admitted  by  the  New  Haven  system  itself,  to  give  the 
Standard  Oil  Company  a  virtual  monopoly  of  the  markets  of  southern 
New  England. 

In  the  case  of  the  Boston  and  Maine  system,  prorating  on  oil  is 
practiced  on  certain  divisions  only,  and  in  consecjuc^nce  the  independent 
refiner  from  western  P(»nnsylvania,  in  ord«»r  to  reach  a  large  part  of 
the  thickly  populated  sections  of  eastern  New  England,  must 
pay  in  addition  to  the  Boston  rate  arbitrary  rates  which,  on  the 
average,  amount  to  about  lo  cents.  Under  a  system  of  prorating, 
such  as  is  applied  to  other  connnodities,  practically  all  of  these  points 
west  and  south  of  Portland,  Me.,  would  take  the  Boston  nite.  The 
lk)ston  and  Albany  Railroad  prorates  on  oil,  but  this  line  serves  only 
a  narrow  strip  of  territory. 

The  Central  Vermont  does  not  make  any  through  rates  on  oil,  and 
the  Rutland  prorates  only  on  a  highcM*  basis  than  that  usually  adopted 
by  nearly  all  eastern  railroads.  This  policy  in  respect  to  i)rorating, 
taken  in  connection  with  the  s(»cret  rates  obtained  by  the  Standard  into 
Vermont  from  Oleaii  and  the  secret  lo»al  rates  in  Vermont  itself,  has 
virtually  exclud(»d  competition  in  that  State. 

Within  a  few  weeks  the  New  Haven  system  has  resumed  the  prac- 
tice of  prorating  on  refined  oil,  for  the  first  time  in  ten  years. 
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ADVANTAGES  OF  THE   OLEAN    AND   ROCHESTER  PLANTS  OF  THE 
STANDARD  OIL   COMPANY. 

Aside  from  the  advantage^  enjoyed  by  the  Vacuum  Oil  Company 
(which  is  controlled  by  the  Standard)  at  Olean  and  Rochester  bj^  viitue 
of  the  secret  rates  already  described,  these  plants  have  a  very  decided 
advantage  in  the  open  arrangement  of  rates  on  oil  to  certain  territory. 
Thus,  from  Olean  to  points  on  the  Delaware  and  Hudson  between 
Binghamton  and  Albany  the  rat€  is  Hi  cents  per  hundred  pounds, 
whereas  from  Bradford,  just  over  the  Pennsylvania  line  and  only  2S 
miles  distant  from  Olean,  th^rate  is  15i  cents.  The  rate  from  Olean 
to  Boston  is  19  cents  and  from  Bradford  23^  cents,  these  lioston 
rates  applying  to  a  number  of  other  points.  Again,  from  Koch- 
est^M*,  where  the  Vacuum  Oil  Comi>any  has  a  large  lubricating  oil  plant, 
and  from  which  city  it  is  the  only  shipper  of  oil,  there  is  a  rate  of 
11  cents  to  ffersey  City,  as  against  a  niti>  of  KU  cent**  from  Bradford 
and  all  other  western  Pennsylvania  refining  points.  To  Philadelphia 
the  rate  from  Rochester  is  also  11  cents,  wherea^s  the  independent 
refiners  of  western  Pennsylvania  are  obliged  to  pay  14i  cents.  These 
rates  from  Rochester  are  representative  of  the  general  adjustment  of 
oil  rates  to  numerous  points  in  the  respective  localities.  The  discrimi- 
nation on  oil  is  clearly  shown  by  the  fact  that  on  other  commodities 
Olean  takes  the  same  rate  as  the  independent  refining  points  of  westeni 
Pennsylvania  to  eastern  markets,  and  even  Rochester  has  but  a  slight 
advantage  over  these  competing  points  with  respect  to  commodities 
other  than  oil. 

It  will  be  seen  that  on  eastbound  shipnients  a  line  is  sharply-  drawn 
between  Olean  and  Rochester  on  the  one  hand  and  western  Pennsyl- 
vania refining  points  on  the  other.  On  westbound  })usiness,  however, 
there  is  no  such  distinction:  Olean  and  Rochester  are  in  nearly  all  cases 
given  the  same  rates  as  those  applying  from  the  independent  refineries 
of  western  Pennsylvania. 

OPEN    KATE    DISCRIMINATIONS   IN   THE    KANSAS    FIELD. 

The  most  important  discrimination  in  the  Kan.>as  territory  field  is 
in  the  arbitrary  weights  of  crude  and  fuel  oil. 

There  have  also  been  some  discriminations  in  open  rates  on  oil  shipped 
in  and  from  the  Kansas-Territory  field.  The  producers  and  independent 
refiners  have  complained  of  the  advance  of  the  rates  from  southeastern 
Kansas  points  to  Kansas  City  and  St.  Louis  in  VM)-^,  The  Kansas  City 
rate  was  advanced  from  10  cents  to  17  cents  and  the  St.  Louis  rate 
from  15  to  22  cents. 

By  reason,  apparently,  of  the  criticism  made  upon  this  advance  in 
rates,  the  railroads  reduced  their  charges  on  crude  oil  from  most 
points  in  Kansas  to  Kansas  City  to  10  cents  in  March,  1905.     The 
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wording  of  the  tariffs  as  amended  was  such  as  to  leave  doubt  as  to 
whether  this  rate  applied  on  retined  oil.  An  independent  refiner  at 
Cherry  vale,  Kans..  who  should  have  been  given  the  same  rates  as 
applied  from  Neodesha,  was  quoted  the  17-cent  rate  to  Kansas  City 
by  the  Santa  Fe  Railroad,  although  as  an  intermediate  point  it  was, 
under  the  natui*al  interpretation  of  the  tariff,  entitled  to  the  lO-cent  rate. 
In  October,  1905,  the  tariff  Of  the  St.  Louis  and  San  Fnmcisco  was 
amended  so  that  the  lO-eent  rate  applies  only  from  Neodesha,  but 
did  not  apply  from  intermediate  points,  so  that  the  Cherry  vale  refiner 
is  still  quoted  17  cents,  although  nearer  to  Kansas  Citv  than  Neodesha  is. 

This  Cherrvvale  concern  has  vsought  to  get  low  mtes  on  crude  oil 
from  Bartlesville,  Ind.  T.,  to  supply  its  refinery.  At  first  it  was 
quoted  a  rate  of  15  cents  per  hundred  pounds,  or  almost  as  nuich  as  the 
value  of  the  oil  at  the  wells.  OnW  after  several  months  was  a  i-ate  of 
12  cents  obtained.  Before  the  Standard  Oil  Company  completed  its 
pipe-line  system  the  milroads  made  a  number  of  rates  on  crude  oil 
from  Kansas  and  Indian  Territory  points  to  Neodesha,  which  were 
relatively  much  lower  even  than  the  12-cent  rate  from  Bartlesville  to 
Cherrj'^vale.  It  is  true  that  the  volume  of  business  moved  ])v  the 
Standard  on  some  of  these  low  rates  was  much  larger  than  its  com- 
petitor can  offer,  }>ut  that  does  not  justify  such  difference  in  treatment. 

The  Kansas  legislature,  in  1905,  estal)lished  a  distance  tariff*  on  oil 
within  the  State.  These  rates  apply  alike  on  crude  oil  and  its  prod- 
ucts and  alike  on  carloads  and  less  than  carloads.  The  rates  are 
undoubtedly  low  for  that  section  of  the  country.  The  milroads 
complain  that  they  are  unprofitiible.  On  the  other  hand,  pro- 
ducers and  independent  refiners  complain  of  divscrimination  ])ecause, 
as  soon  as  they  cross  the  State*  line,  their  rates  at  once  double  or 
treble,  it  is  impracticable  in  this  report  to  present  any  conclusion 
as  to  the  reasonableness  of  the  rates  in  general,  either  within  the 
State  or  on  interstate  business.  It  is  doubtful  whether  the  mere 
reduction  of  rate»s  on  oil  within  the  State  has  been  more  beneficial 
to  independent  concerns  than  to  the  Standard,  but  the  distance  tariff, 
by  precluding  discriminations  in  open  rates  in  favor  of  Standard  ship- 
ping points  and  against  the  shipping  points  of  conipetitors,  has 
aided  independent  concerns  materially  in  comj)etition. 

DISCRIMINATION  IN  CLASSIFICATION  AND  BUUSS  OF  SHIPMENT. 

Aside  from  discrimations  in  rates,  whether  secret  or  open,  there 
are  in  many  parts  of  the  countrv  less  important  discriminations  with 
respect  to  the  classification  of  iwtroleum  and  th«»  rules  under  which  it 
is  transported.  These  matters  are  highly  technical  and  it  is  imprac- 
ticable to  discuss  them  in  this  sunmiary.  In  many  cases  there  are 
unreasonable  differences  between  the  rates  on  oil  in  carloads  and  in 
less  than  carloads.     There  are  also  unreasonable  rules  with  respect 
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to  the  charges  on  oil  in  different  kinds  of  containers;  and  with  respect 
to  shipment  of  mixed  carloads  of  different  kinds  of  oil,  rules  which 
have  been  applied  against  independent  refiners,  but  sometimes  not 
against  the  Standard;  and  other  minor  unfair  regulations.  For  a 
short  time  after  the  passage  of  the  interstate-commerce  act  many 
railroads  made  extraordinary  discriminations  in  rates  in  favor  of  tank- 
car  shippers  as  against  barrel  shippers,  but  by  reason  of  orders  of  the 
Interstate  Commerce  Commission  these  discriminations  have  been 
almost  wholly  done  awa}^  with,  the  only  important  instance  which  has 
come  to  the  attention  of  the  Bureau  of  Corporations  being  that  of  the 
Rutland  and  Central  Vermont  milroads,  which  has  already  l>een 
described.  In  some  oases  these  rules  and  practices  tend  to  benefit  the 
Standard. 

DISCRIMINATION   IN    ARBITRARY   WEIGHTS  ON   KANSAS  OIL. 

An  important  instance  of  discrimination  in  classification  is  found 
with  respect  to  the  arbitmr}^  weights  fixed  by  the  railroads  in  com- 
puting freight  charges  on  shipments  of  Kansas  crude  oil  and  the 
products  derived  therefrouL  The  eastern  railroads  have  for  years 
•fixed  the  arbitrary  weight  on  crude  oil  and  all  of  it**  products  alike  at 
6.4  pounds  per  gallon  as  a  basis  for  freight  charges.  There  appears 
no  ground  for  criticising  this  practice  in  the  East.  In  1902  the 
railroads  in  the  West  raised  the  arbitrary  weight  on  Kansas  crude 
oil  to  7.4  pounds,  while  continuing  to  carry  all  products  of  the 
refinery  at  ♦i.4  pounds.  Fuel  oil,  which  is  practically  the  residuum 
remaining  from  the  refining  process,  is  one  of  the  largest  constituents 
derived  from  Kansas  crude.  The  fuel  oil  actually  weighs  about  7.6 
pounds;  the  railroads  have  carried  it  on  the  basis  of  6.4  pounds. 
Kansas  crude  oil  actually  weighs  on  the  average  about  7.2  pounds; 
the  railroads  charge  on  the  basis  of  7.4  pounds.  This  discrimination 
has  tended  seriouslv  to  injure  the  Kansas  crude-oil  producer.  On 
account  of  the  low  price  fixed  by  the  Standard,  especially  for  the  lower 
grades  of  crude,  the  producers  would  have  been  glad  to  sell  it  as  fuel 
in  competition  with  the  fuel  oil  from  the  refinery.  It  costs  the  crude 
producer  nearly  10  cents  more  to  ship  a  barrel  of  crude  oil  to  St.  Louis 
than  it  costs  the  Standard  to  ship  a  barrel  of  fuel  oil  which  actually 
weighs  more.  The  ]>rice  of  low  grade  Kansas  crude  has  been  as  low 
as  25  cents  per  ixarrel.  This  difierence  in  freight  rates  was,  therefore, 
more  than  one-third  of  the  price  of  such  crude. 

The  railroads  at  first  protested  against  carrying  fuel  oil  for  the 
Standard  on  the  basis  of  r>.4  pounds  per  gallon.  They  contiMuled  that 
it  was  not  a  i-efined  oil  product  and  should  be  treated  as  crude  oil. 
The  power  of  the  Standard  was  apparently  sufficient,  however,  to 
compel  them  to  take  fuel  oil  on  the  lower  weight  basis. 

The  Standard  officials  contend  that  it  would  disturb  the  entire  prac- 
tice of  the  railroads  throughout  the  country  to  change  the  basis  of 
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weight  of  fuel  oil,  since  it  is  one  of  the  products  of  the  refining  process, 
and  the  weight  of  6. 4  pounds  is  throughout  the  countr}' applied  on  refined 
products.  This  argument  has  no  application  to  Kansas  oil,  since  the  fuel 
oil  produced  from  it,  which  is  a  much  greater  fraction  of  the  total 
output  than  in  the  East,  does  not  come  in  competition  with  any  eastern 
oil  product.  The  railroads  in  Texas  and  California  properh'  place 
the  same  arbitrary  weight  on  fuel  oil  from  the  refinery  as  on  crude, 
and  the  same  should  have  been  done  in  Kansas.  Had  the  Standard 
been  compelled  to  pay  on  the  })asis  of  7.4  pounds,  the  additional  cost 
on  its  shipments  of  gas  oil  and  fuel  oil — mostly  fuel  oil — from  its  Neo- 
desha  refinery  to  St.  I^uis  alone  would  have  been  increased  approxi- 
mately *30,(X)0  in  1905. 

DISCRIMINATIONS  IN  THE  TBJBATMENT  OF  PRIVATE  CARS. 

Still  another  discrimination  is  practiced  in  some  instances  in  the 
treatment  of  private  tank  cars.  Throughout  the  country'  the  Union 
Tank  Line  Company,  a  Standard  concern,  obtains  three-fourths  cent 
per  car  per  mile  as  mileage  or  rental  on  its  cvlinder  tank  cars,  whether 
loaded  or  empty.  The  railroads  generally  prefer  to  pay  this  allow- 
ance rather  than  to  incur  the  expense  of  owning  tank  cars.  Owing  to 
the  relatively  slow  movement  of  tank  cars  in  the  petroleum  oil  trade, 
this  allowance  of  three-fourths  of  a  cent  per  mile  does  not  appear  to 
result  in  an  excessive  profit  to  the  private*  tank-car  owner. 

In  most  sections  of  the  country  all  refiners  operating  tank  cars  of 
their  own  receive  equal  treatment  in  respect  to  the  mileage  allowance. 
On  the  Pacific  coast,  however,  most  independent  refiners  receive  but 
six-tenths  cent  per  mile,  and  this  on  the  loaded  movenient  only.  An 
exception  is  made  where  the  haul  exceeds  8n()  miles,  in  which  case 
three-fourths  cent  per  mile  is  allowed  on  the  excess  mileage  over 
that  distance,  but  again  on  the  loaded  movement  only.  The  Tnion 
Tank  Line  Company  and  th(»  Waters  Pierce  Oil  Company— also  a 
Standard  concern — are  the  only  oil  companies  opemting  tank  cars  on 
the  lines  of  the  Southern  Pacific  Company  and  the  Santa  Fe,  on  the 
Pacific  coast,  whi<'h  receive  thre(»-f()urths  cent  per  mile  on  both  loaded 
and  empty  cars. 

Similar  discriminations  in  the  mileage  allowance*  are  pnicticed  by 
some  of  the  transcontinental  systems  traversing  the  Northwestern 
States. 

A  more  serious  discrimination  in  the  treatment  of  tank  cars  occurred 
in  California  some  years  ago,  when  the  SoutlHMMi  Pacific  Company 
declined  to  haul  private  tank  cars  for  certain  shippers  unless  the  mil 
road  was  allowed  to  use  them  for  its  general  Irafiic.  the  owner  sur- 
rendering all  control.  The  Southern  Pacific!  Company  endeavored 
to  enforce  the  same  terms  upon  the  Cnion  Tank  Line  Company,  the 
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Standard  concern,  but  the  latter  insisted  on  being  allowed  to  operate  a 
certain  number  of  its  ears  to  be  used  exclusively  in  its  Inisiness  and 
subject  to  its  own  control.  Just  about  this  time  the  Union  Tank  Line 
Company,  which  had  for  several  years  lea^^ed  about  800  of  its  cars  to  the 
iSouthern  Pacific,  to  be  used  by  oil  shippers  generally,  demanded  their 
w  ithdrawal.  The  matter  was  compromised  by  allowing  the  Southern 
Pacific  Company  to  retain  these  cars  for  six  months,  during  which  it 
might  provide  a  supply  of  its  own,  at  the  same  time  allowing  the 
Union  Tank  Line  Company  the  exclusive  control  of  certain  other  cars. 
This  witbdi-aw^al  of  Union  Tank  Line  cars  occurred  in  1901,  almost 
coincident  with  the  purchase  by  the  Standard  of  a  controlling  interest 
in  the  Pacific  Coast  Oil  Company,  and  it  was  at  this  time  that  the 
Standard  first  began  to  purchase  California  crude  oil  on  an  extensive 
scale. 

At  the  time  these  cars  were  withdrawn  the  California  railroads  did 
not  have  a  supply  of  tank  cars  sutlicient  to  meet  the  requirements  of 
the  oil  business  and  the  production  of  oil  was  increasing  very  rapidly. 
The  result  of  this  withdrawal  was  to  demoralize  the  fuel-oil  market 
of  California  and  to  force  many  large  independent  producers  of 
crude  oil,  which  had  been  dependent  upon  Union  Tank  Line  cars 
for  transportation,  to  abandon  contracts  with  consumers.  Many  of 
the  contracts  thus  lost  were  secured  by  the  Standard  Oil  Compan\\ 
This  withdrawal  also  contributed  to  seriously  depress,  the  price  of 
crude  oil,  since  producers,  being  thus  deprived  of  a  means  of  reach- 
ing markets,  had  only  the  choice  of  selling  their  production  at 
prices  which  the  Standard  or  one  or  two  other  large  companies 
having  cars  would  name,  or  else  closing  down  their  wells.  The 
latter  course  was  obviously  impracticable.  This  shortage  of  ecjuip- 
ment  also  operated  to  the  advantage  of  the  i*ailroads  themselves 
by  enabling  them  to  buy  oil  for  their  own  use  at  reduceil  prices. 
The  result  of  this  action  of  the  Union  Tank  Line  Compftn>'  and  the 
accompanying  failure  of  the  railroads  to  provide  a  sufficient  number 
of  tank  cars,  has  been  to  inflict  serious  and  permanent  injury  upon 
independent  oil  producers  of  California. 

Furthermore,  after  California  railroads  had  purchased  an  additional 
supply  of  tank  cars,  they  discriminated  in  the  allotment  of  these  cars 
among  shippers.  This  was  especially  true  of  the  Southern  Pacific  Com- 
pany. That  coiupany,  it  will  be  remembered,  is  a  large  stockholder  in 
the  Associated  Oil  Company,  one  of  the  largest  producers  of  crude  oil 
on  the  Pacific  coast.  The  favoritism  shown  by  the  Southern  Pacific 
Company  in  furnishing  cars  to  this  company,  while  it  failed  to  provide 
an  adequate  supply  for  its  competitors,  is  one  of  the  principal  griev- 
ances of  California  oil  producers. 
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NATUBAL  ADVANTAGES  OF  THE  STANDARD  OIL  COMPANY. 

The  Standard  Oil  Company,  by  reason  of  its  vast  resources,  its  effi- 
cient organization,  and  its  extensive  facilities,  has,  apart  from  traffic 
discriminations,  advantages  in  transportation  which  are  now  conimonly 
spoken  of  as  natural.  These  so-called  natural  advantages  are,  in  fact, 
at  least  partly  the  result  of  the  notorious  railroad  discriminations 
of  early  days,  which  the  Bureau  has  not  considered  it  necessary  to 
discuss,  and  of  methods  of  competition  which  will  he  more  full}'^ 
described  in  a  Subsecpient  report;  although  due  credit  must,  of  course, 
be  given  to  the  exceptional  business  ability  and  entiM'prise  of  those 
who  have  created  and  directed  this  great  corporation. 

Chief  among  the  advantages  which,  aside  from  present  railroad  dis- 
criminations, the  Standard  possesses  are  the  immense  pipe-line  systenis 
of  the  company,  which  enable  it  at  low  cost  to  collect  crude  oil  at^ 
highly  favorable  locations  for  refining.  The  great  majority  of  the 
competitors  of  the  Standard  are  located  in,  or  very  near  to,  oil-pro- 
ducing territories,  and  are  thus  dependent  upon  railroads  for  the  trans- 
portation of  oil  almost  the  entire  distance  fiom  the  wells  to  the  final 
consumer.  The  Standard  Oil  Company,  on  the  other  hand,  often 
transports  its  crude  oil  hundreds  of  miles  in  pipe  lines  in  order  to  refine  ] 
it  at  points  much  nearer  to  great  consuming  markets. 

The  advantages  of  a  pipe  line  over  a  railroad  in  the  transportation 
of  oil  can  hardly  be  overstated.  A  liberal  estimate  of  the  cost  of  pip- 
ing crude  oil  from  the  fields  of  western  Pennsylvania  to  tho  Atlantic 
seaboard,  for  instance,  would  be  not  more  than  10  cents  a  barrel, 
including  interest  and  depreciation,  whereas  the  railroad  charge  is, 
more  than  four  times  that  amount.  An  illustration  of  the  economy  of 
this  method  of  tmnsportation  is  seen  in  the  fact  that  to-day  the  crude 
oil  of  Indian  Territor\'  is  piped  underground  more  than  l,5iM)  miles 
to  the  Standard's  great  refineries  at  New  York  Harbor.  The  cost  of' 
transportation  by  railroads  for  such  a  distimce  would  })e  prohibitive. 

Aside  from  the  op|>ortunity  of  selecting  favorable  relining  locations 
as  a  result  of  the  ow nership  of  pipe  lines,  the  Standaid  has  a  distinct 
advantage  in  the  possession  of  a  large  number  of  plants.  With  but 
two  or  three  excepti<ms  no  independent  refiner  has  more  than  one 
plant,  and  none  has  more  than  three.  The  Standard,  on  the  other 
hand,  owns  or  controls  the  output  of  22  n»fineries  in  12  different  States, 
scattered  from  New  York  Harbor  to  San  Fnincisco  Bay  and  from  the 
Great  Lakes  to  the  (lulf  of  Mexico.  The  locations  of  these  plants"' 
have  evidently  been  selected  with  a  view  to  obtaining  a  stnitegie  posi- 
tion in  respect  to  tnmsportation. 

The  chief  center  of  comj)eting  relining  operations  i^  in  the  north- 
west corner  of  Pennsylvania  and  in  Ohio.  In  this  immediate  vicinity 
the  Standard^ Oil  Conjpany  has  several  plants,  while,  in  addition,  the 
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_  independent  refineries  of  the  interior  are  practicall}'  encircled  b^^  those 
of  their  powerful  competitor.  On  the  Atlantic  seaboard  the  Standard 
has  no  less  than  seven  refineries,  whereas,  on  account  of  prohibitive 
rail  and  pipe  line  charges  on  crude  oil,  the  independent  refiners  as  a 
rule  are  practicallv  unable  to  maintain  plants  at  tidewater.  There  are 
but  four  independent  refineries  on  the  Atlantic  coast,  and  one  of  these 
did  not  commence  active  operations  until  the  middle  of  1904.  In  the 
interior  the  huge  refinery  of  the  Standard  Oil  Company  at  Whiting, 
Ind.,  is  considerably  nearer  than  those  of  most  competitors  to  the  great 
markets  of  the  West,  while  its  new  plants  in  Kansas  and  Missouri 

L^ve  still  closer  to  important  consuming  territories.  The  Standard, 
moreover,  controls  the  output  of  two  important  Texas  concerns  and  of 
both  the  refineries  of  Colorado— the  only  ones  in  opemtion  l>etween 
Kansas  and  California. 

'  That  the  competitors  of  the  Standard  Oil  Company  have  failed  to 
follow  it  in  securing  similar  favorable  locations  for  their  refineries  was 
due  not  to  choice  but  largely  to  necessity.  In  the  first  place,  while 
the  pipe  lines  of  the  Standard  in  the  Northeastern  States  are  nominally 
common  carriers,  the  independent  refiners  can  not  avail  themselves 
of  these  pipe  lines  to  tmnsport  crude  oil  to  strategic  points,  like  the 

t  seaboard,  or  the  vicinity  of  Chicago,  becauvse  of  prohibitive  charges. 
The  pipage  rates  to  outside  shippers  are  several  times  the  actual  cost 
of  shipment  to  the  Standard.  Thus  the  charge  from  western  Penn- 
sylvania to  the  seaboard  is  45  cents  per  barrel,  or  precisely  the  same 
as  the  railroad  freight  rate.  Kail  rates  on  crude  oil,  instead  of  })eing 
reduced  to  })ut  the  shipper  more  nearly  on  a  par  with  the  owner  of 
trunk  pipe  lines,  have  usually  been  kept  as  high  as  the  rates  on  the 
more  valuable  refined  products,  and  have  even  been  advanced  in  some 
cases  after  the  Standard  Oil  Company  begjin  to  opei-ate  its  pipe  lines. 
Nor  has  the  failure  of  independent  shippers  to  construct  pipe  lines 
of  their  own  been  due  wholly  to  lack  of  enterprise  on  their  part.  It 
is  obvious  that  the  construction  of  a  vast  pipe-line  system  requires  an 
amount  of  capitiil  far  beyond  the  resources  of  the  average  iTidependent 
refiner.  This  method  of  transportation  for  long  distances  is,  in 
fact,  economical  only  where  the  volume  of  tmttic  is  great.  The 
methods  of  competition  practiced  by  the  Standard  Oil  Company  have 
prevented  its  competitors  from  building  up  a  business  sufficient  to  jus- 
tify such  an  outlay.  An  attempt  was  made  in  the  case  of  one  important 
independent  pi[)e-line  enterprise — that  of  the  United  States  Pipe  Line 
Company — to  avoid  this  difficulty  by  cooperation,  but  it  was  only  after 
nine  years  of  large  expenditure  and  constant  struggle  against  opposi- 
tion of  both  the  Standard  Oil  Company  and  the  railroads  that  this 
company  finally  completed  its  line  to  tidewater,  and  this  line  is  a 
very  small  one  compared  with  those  of  the  Standard.  An  earlier 
enterprise,  that  of  the  Tide  Water  Oil  Company,  which  laid  the  first 
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pipe  line  to  the  seaboard,  was  so  bitterly  attacked  bv  the  same  inter- 
ests that  it  speedil}^  surrendered  to  the  Standard  Oil  Company. 

These  advantages  of  the  Standard  Oil  Company  would,  theiefore, 
alone  give  it  a  highly  favorable  position  in  the  oil  industry.  To  a 
certain  extent,  a  natural  policy  of  railroads  would  be  to  neutralize 
these  advantages  by  giving  favorable  rates  to  the  smaller  retiner. 
The  Standard  Oil  Company,  through  its  pipe  lines  and  its  fleets  of 
oil-carrying  vessels,  is  an  active  and  powerful  competitor  of  the  mil- 
roads.  Except  in  the  Texas  and  California  fields,  it  has  already  taken 
the  transportation  of  crude  oil  almost  wholly  away  from  rail  carriers. 
The  fundamental  duty  of  a  common  carrier  is,  of  course,  to  provide 
transportation  facilities  without  discrimination  in  favor  either  of  the 
small  or  of  the  large  shipper.  But  at  least  it  might  be  expected  that 
the  railroads  would  seek  to  build  up,  by  all  proper  means,  the  devel- 
opment of  independent  enterprise  in  the  petroleum  industry,  which 
would  furnish  them  most  ti-afBc,  because  more  largely  dependent  on 
rail  transportation. 

The  general  policy  of  the  railroads  with  regard  to  other  freight 
traffic  has  been  to  equalize  conditions  of  competition  in  given  markets 
by  the  use  of  commodit}'  rates  relatively  more  favorable  to  distant 
producing  points  than  to  the  nearer  producing  points.  If  this  policy 
had  l>een  pursued  in  the  case  of  oil,  it  would  have  been  to  the  material 
advantage  of  the  independent  producer  and  retiner,  and  would  have 
tended  to  offset  the  natural  advantages  of  the  Standard.  But  it  appears 
that  in  the  ca«e  of  the  oil  industr}^  this  policy  has  been  generally 
reversed  and  natural  disadvantages  of  the  independent  have  been 
enormouslv  increased. 


CHAFPER  I. 

GENERAL  CONDITIONS  OF  OIL  TRANSPORTATION. 

I.  INTBODUCTION. 

Section  1.  Importance  of  transportation  charges. 

The  petroleum  industry  affords  a  striking  example  of  the  importance 
of  the  transportation  problem.  The  cost  of  transportation  is  an  exceed- 
ingly large  factor  in  the  cost  of  oil  to  the  consumer.  Consequently, 
any  difference  in  transportation  costs,  as  between  different  producers 
and  retiners  of  oil,  has  a  powerful  influence  upon  their  respective  posi- 
tions in  competition. 

The  imi)ortance  cf  transportation,  with  respect  to  petroleum,  grows 
chiefly  out  of  the  fact  that  petroleum  and  most  of  its  products  are  low- 
priced  commodities.  The}'  are  heavy  in  proportion  to  their  value. 
Moreover,  the  value  of  the  raw  material,  cru<le  petroleum,  is  a  large 
proportion  of  the  total  cost  of  the  finished  product,  while  the  cost  of 
refining  is  comparatively  small,  and  a  reasonable  profit  to  the  refiner  is 
also  a  comparatively  small  factor  per  unit  of  product.  Even  an 
apparently  slight  difference  in  transportation  i-ates  may,  therefore, 
enable  one  refiner  to  sell  at  a  profit  w^hile  his  competitor  is  losing 
money. 

It  is  unne<*e8sarv  to  give  precise  statistics  of  the  value  of  petroleum 
and  its  varioits  products.  Those  values  vary  at  different  times  and 
places  and  for  different  grades.  Roughly  speaking,  it  may  be  said  that 
during  recent  years  Pennsylvania  crude  jKJtroleum  has  usually  been 
worth  3  to  4  cents  per  giillon,  and  crude  petroleum  from  the  Lima  field 
from  2  to  3  cents  p(»r  gallon.  Kansas  crude  in  1905  was  worth  barely 
1  cent  per  gallon,  and  most  of  the  Texas  and  California  crude  still  le^. 
The  operating  expenses  of  refining,  in  genenil,  do  not  exceed  one-half 
cent  per  gallon  of  crude.  The  various  finished  products  vary  materially 
in  value,  but  much  the  larger  part  of  the  output  consists  of  cheap  com- 
modities. Refined  illuminating  oil,  the  most  important,  is  worth  at 
the  refinery  from  3  to  7  cents  pi»r  gallon.  Naphtha  is  worth  somewhat 
more.  Fuel  oil,  which  is  derived  in  large  (juantities  from  Kansas 
crude  oil,  and  which  forms  the  ))ulk  of  the  prcxluct  from  Texas  and 
California  crude,  is  often  worth  less  than  crude  oil,  and  gas  oil,  an 
important  product,  especially  of  Lima  and  Kansas  crude,  is  worth 
2M89— 06 3  :i3 
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considerably  less  than  illuminating  oil.  Even  of  the  lubricating  oils 
obtained  from  petroleum,  a  large  proportion  are  of  low  price,  though 
some  are  sold  at  high  prices. 

Refiners  competing  with  the  Standard  Oil  (,'ompany  have  fre- 
quently stated  that  they  would  be  satisfied  with  an  average  net  return 
for  interest  and  profit  on  their  investment  not  exceeding  one-fourth  of 
a  cent  per  gallon  of  crude  oil  handled,  and  that  one-half  cent  per  gallon  is 
ample  to  cover  both  profit  and  depreciation  of  plants.  The  examina- 
tion made  by  the  Bureau  of  Corporations  of  the  accounts  of  many 
such  refiners  confirms  this  statement.  As,  particularly  in  the  case 
of  Pennsylvania  crude,  the  refined  illuminating  oil  has  a  value  about 
the  same  as  the  average  of  all  the  products  of  the  refinery,  a  net 
return  of  one-half  cent  per  gallon  of  refined  oil  may  be  considered 
ample  profit  above  actual  operating  expenses.  This  statement  refers 
to  profit  on  investment  in  refineries.  The  profit  on  pipe  lines,  or  on 
distributing  plants,  is  another  matter,  which  in  no  wa}^  enters  into 
the  effect  of  railroad  discriminations  on  the  refining  business. 

It  is  safe  to  sa}^  that  the  average  cost  of  transporting  petroleum 
from  the  wells  to  the  consumer  of  the  finished  product  in  this  coun- 
try far  exceeds  the  cost  of  manufacture  and  far  exceeds  a  reasonable 
profit.  In  most  sections  of  the  countr}'  an  independent  refiner  can 
not  ship  oil  more  than  100  miles  by  rail  for  less  than  8  cents  per 
hundred  pounds,  which  is  equal  to  one-half  cent  per  gallon.  Rail 
I'ati^s  from  the  Pennsylvania  and  Ohio  oil  regions  to  the  Atlantic  sea- 
board range  from  1  to  If  cents  per  gallon.  Rates  from  the  oil  fields  of 
Pennsylvania  and  Ohio  to  points  in  the  Middle  West,  say  between 
Chicago  and  Omaha,  are,  roughly,  from  2  to  3  cents  per  gallon.  Into 
Georgia,  Alabama,  and  other  southern  territory  they  generally  range 
from  2  to  4  cents  per  gallon,  or  even  more.  In  comparing  freight 
rates,  which  are  usually  expressed  in  cents  per  hundred  pounds,  a  con- 
venient rule  is  to  take  16  cents  per  hundred  as  equal  to  1  cent  |)er 
gallon,  the  exact  figure  being  15.(52  cents. 

It  is  easy  to  see,  therefore,  that  differences  in  freight  rates,  whether 
legitimate  or  illegitimate,  may  easily  make  the  difference  between 
profit  and  loss  to  the  refiner  of  petroleum.  It  is  the  differences 
between  rates,  not  the  rates  themselves,  which  are  of  special  impor- 
tance. Petroleum  is  a  conunodity  so  cheap  that  the  increase  in  price 
which  might  be  due  even  to  a  considerable  increase  in  freight  rates 
would  probably  not  materially  affect  consumption.  The  present 
report,  therefore,  is  concerned  particularly  with  the  relative  advan- 
'  tages  of  different  refiners  in  regard  to  transportation. 

Naturally,  chief  inten^st  attaches  to  the  position  of  the  Standard 
Oil  Company  as  compared  with  its  competitors.  The  Standard  Oil 
Company  and  (roiicenis  closely  afliliated  with  it  pntduce  between  sy) 
and  9o  per  cent  of  the  refined  petroleum  products  of  the  Tnited  States. 
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It  is  very  improbable  that  it  could  have  .secured  such  a  decree  of 
control  in  the  industr}^  had  transportntion  conditions  been  fair  as 
between  the  Standard  and  its  competitors.  A  large  proportion  of  the 
American  people  have  always  believed  that  the  power  of  the  Standard 
Oil  Company  itself  is  partly,  if  not  mainly,  due  to  advantages  in 
transportation.  The  evidence  of  repeated  official  investigations  has 
shown  that  during  the  perrod  prior  to  the  passage  of  the  Interstate 
Commerce  Act  in  1887  the  railroads  granted  it  favors  of  enormous 
importance,  and  there  is  no  question  that  these  favors  contributed 
materially  to  the  establishment  of  its  position  in  the  industry. 

It  is  not  the  purpose  of  this  report  to  detail  the  evidence  of  these 
early  discriminations  and  rebates.  Even  were  the  public  not  already 
sufficiently  informed  through  other  sources,  it  would  be  of  little 
advantage  to  investigate  past  conditions,  the  resultj^  of  which  are 
largely  irremediable.  The  Bureau  of  Corporations  has  confined  its 
original  investigation  of  transportation  conditions  chiefly  to  the  past 
three  or  four  years,  though  it  has  incidentalh'  secured  much  informa- 
tion as  to  the  conditions  prevailing  considembly  further  back.  The 
date  selected  as  the  chief  basis  for  comparison  in  rates,  and  as  the 
point  from  which  to  work  forward  and  backward,  was  December  15, 
1904.  This  was  a  few  months  prior  to  the  beginning  of  the  active 
investigation  of  the  Standard  Oil  Company  l)v  the  Bureau,  so  that  at 
that  time  presuma])ly  the  rates  had  not  been  modified  with  a  view  to 
that  investigation.  Moreover,  in  I)eceml)er,  1904,  the  ti*ansix)rtation 
conditions  had  not  been  so  materially  afi^ected  as  they  have  since  been 
by  the  establishment  of  the  large  refinery  of  the  Standard  Oil  Com- 
pany at  Sugar  Creek,  Mo.,  near  Kansas  City,  and  ])y  the  distribution 
of  refined  oil  from  Standard  and  independent  refineries  in  Texas  to 
]K)ints  in  the  South. 

While  this  report  deals  chiefly  with  discriminations  in  rates  in  behalf 
of  the  Standard  Oil  Comimny,  this  is  due  only  to  th(»  fact  that  in  most 
pjirts  of  the  country  it  is  ahiiost  the  only  recipient  of  su(  h  favors. 
The  investigation  has  covered  shipments  by  a  large  projwrtion  of  other 
refiners. 

Common  carriers,  jind  more  parti<ularly  railroads^,  enjoy  special 
privileges  and  franchises  conferred  upon  them  by  tlje  public.  With 
these  privileges  go  correlative*  obligations.  The  most  fundamental 
of  these  obligations  is  cMjual  charges  for  similar  service. 

It  has  stmietimes  been  contended  that  tin*  large  and  the  small  shipper 
do  not  ort'er  traffic  under  similar  conditions.  It  is  tirgued  that  a  large 
tnirtic  can  be  handled  more  cheaply  than  a  small  traffic,  and  that  on  the 
principle  of  wholesale  price  the  eoneern  wliieli  ships  great  quantiti(»s 
of  goods  should  he  given  a  lower  rate  than  a  eoiKtMii  which  ships  only 
small  quantities.  Without  entering  into  a  discussion  of  this  (juestion, 
it  is  sufficient  to  say  that  tlie  general  consensus  of  0[)inion  among  the 
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great  body  of  the  people  is  that,  while  lower  rates  ma}"  properly  be 
charged  for  carload  than  for  less-than-carload  shipments,  public  policy 
demands  that  carload  shippers,  whether  large  or  small,  be  given  equal 
rates.  If  the  small  shipper  be  put  at  a  disadvantage  in  respect  to 
transportation,  in  addition  to  the  other  disadvantages  under  which  he 
)^  labors,  he  is  likely  soon  to  disappear.  To  favor  the  large  shipper 
because  he  is  a  large  shipper  is  to  pave  the  waN^  for  monopoly,  and 
thus  to  injure  the  interests  of  the  general  public  as  well  as  of  the 
small  shippers.  From  this  point  of  view,  the  fact  that  one  shipper 
can  perhaps  offer  the  railroads  a  train  load  for  every  carload  offered 
by  a  competitor  is  no  ground  for  giving  him  better  mtes  or  more  favor- 
able conditions  of  transportation. 

To  conform  to  this  demand  for  equality  toward  shippers  is  perhaps 
not  always  to  the  interest  of  the  carriers,  or  at  least  not  to  their 
apparent  and  immediate  interest.  When  once,  whether  through  pre- 
vious railroad  favoritism  or  otherwise,  a  single  shipper  has  secured  a 
large  proportion  of  the  traffic  in  a  given  industry,  the  railroad  which 
refuses  to  grant  its  demands  may  lose  revenue.  The  blame  for  making 
discriminations  does  not  lie  wholly  with  the  railroads.  They  are  to 
a  very  considerable  extent  at  the  mercy  of  the  great  shipper.  So  long 
as  there  are  tw^o  or  more  routes  by  which  the  Standard  or  any  other 
great  shipper  may  send  its  product  to  an  important  market  it  is  in  a 
position  to  put  powerful  pressure  upon  the  carriers  to  discriminate 
in  its  favor,  either  with  respect  to  shipments  to  that  particular  desti- 
nation or  with  respect  to  shipments  to  other  destinations  where  perhaps 
there  is  no  railroad  competition. 

II.  GENERAL  METHODS  OF  TKANSPOBTATION    AND    BATE- 
MAKING. 

Section  2.  Pipe-line  transportation. 

Most  of  the  crude  oil  produced  in  the  United  States,  except  in  Texas, 
Louisiana,  and  California,  is  refined  before  consumption.  It  is  trans- 
ported to  the  refineries  chiefly  by  means  of  pipe  lines.  A  network  of 
small  pipes  gathers  the  oil  from  the  wells,  and  trunk  lines,  often  of 
great  length,  convc}'  it  to  the  refining  point.  The  refined  products  of 
petroleum,  on  the  other  hand,  are  very  seldom  transported  by  pipe 
line,  but  reach  their  destination  by  rail  or  water.  In  Texas,  I^uisi- 
ana,  and  California  the  crude  oil  is  much  less  suitable  for  refining  and 
is  used  largely  for  fuel  in  its- natural  state.  The  crude  oil  in  these 
fields  is  collected  by  pipe  lines,  but  since  it  is  to  be  distributed  to 
numerous  points  of  consumption  instead  of  to  a  comparatively  small 
number  of  refineries  the  long-distance  transportation  is  chiefl}'  per- 
formed bv  rail  and  water  carriers. 
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In  considering  the  transportation  problem  in  the  petroleum  industry 
it  is  necessary  to  take  account  of  the  movement  of  oil  all  the  way 
from  the  wells  to  the  consumers  of  the  finished  product.  The  sub- 
ject of  pipe  lines  nmst  therefore  be  touched  upon  in  any  report  on 
the  transportation  of  oil.  This  subject  is,  however,  in  itself  a  large 
one,  and  a  detailed  presentation  of  it  in  the  present  report  would  be 
confusing,  since  the  main  purpose  here  is  to  discuss  discriminations 
between  shippers.  In  a  future  report  a  full  discussion  of  the  pipe- 
line system  will  be  given.  A  few  geneml  conclusions  as  to  the  com- 
parative cost  of  pipe-line  and  mil  transportation  are,  however,  included 
in  the  present  chapter.     (See  pp.  60-(>2.) 

The  Standard  Oil  Company  has  all  but  a  monopol}^  of  the  pipe  lines 
in  the  United  States.  Its  control  of  them  is  one  of  the  chief  sources 
of  its  power.  While  in  the  older  oil  fields  pipe  lines  are  b}'  the  State 
laws  common  carriers,  there  has  been  little  attempt  by  the  States  to 
regulate  their  charges.  The  Federal  Government  has  not  as  yet  exer- 
cised any  control  over  pipe  lines  engaged  in  interstate  commerce.  The 
result  is  that  the  charges  made  by  the  Standr^nl  for  transporting  oil 
through  its  pipe  lines  for  outside  concerns  are  altogether  excessive, 
and  in  practice  are  largely  prohibitive.  Since  the  charges  far  exceed 
the  cost  of  the  service,  the  Standard  has  a  great  advantage  over  such 
of  it**  competitors  as  are  forced  to  use  its  pipe  lines  to  secure  their 
crude  oil. 

Section  3.  Methods  of  rail  transportation. 

In  rail  transport4ition  of  petroleum  and  its  products  tank  cars  are  • 
very  largely  used.  These  cars  hold  from  about  24,000  to  alK)ut  80,000 
pounds  of  oil,  or  from  SO  to  250  barrels  of  50  gallons.  The  capacity 
of  each  car  is  marked  upon  it,  and  the  rule  of  the  railroads  is  to  charge 
freight  on  the  entire  capacity  of  the  car,  whether  it  is  fully  or  only 
partly  loaded. 

With  the  exception  of  two  railroads,  which  handle  chiefly  California 
and  Texas  crude  oil,  railroads  generally  own  very  few  tank  cars;  they 
are  mostly  '"private  cars.''  The  Union  Tank  Line  Company,  a  sub- 
sidiary corporation  of  the  Standard,  owns  about  9,000  (11*04),  and 
other  affiliated  concerns,  likt*  the  Waters  Pierce  Oil  Company,  own 
alK>ut  1,(XX>.  The  Standard  Oil  Company  seldom  allows  other  shippers 
to  use  its  cars.  Many  coni[)etitors,  however*,  seem  to  be  fairly  well 
supplied  with  tank  cars. 

For  convenience  in  coinjmting  the  wciglit  of  oil  transported  in  tank 
cars  the  railroads  universally  fix  arbitral y  weights  per  gallon"  on 
petroleum  products.  In  most  parts  of  the  Tnited  States  this  arbitrary 
basis  is  6.4  pounds  p<M*  gallon  alike  for  ci'ude  petroleum  and  foi-  all  its 
liquid   products.     Railroads  handling  California  crude   oil,  which  is 
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much  heavier  than  the  crude  produced  in  the  Northeastern  States,  have, 
however,  adopted  7J  pounds  per  gallon  as  the  basis  of  weight  for  it, 
while  the  railroads  handling  Kansas  and  Texas  crude  petroleum 
have  fixed  7.4:  pounds  as  the  basis.  In  all  parts  of  the  country,  except 
on  intrastate  business  in  Kansas,  the  basis  of  6.4  pounds  is  still  used 
for  all  refined  petroleum  products.  As  a  matter  of  fact,  the  different 
kinds  of  petroleum  and  petroleum  products  var}'  materially  in  weight 
per  gallon.  Thus,  the  different  grades  of  naphtha  (commonly  called 
gasoline)  range  in  weight  from  about  5i  to  6  pounds  per  gallon; 
illuminating  oil,  from  about  Oi  to  6f  pounds;  and  lubricating,  fuel,  and 
gas  oils  from  about  7  to  7f  pounds.  The  different  kinds  of  crude 
petroleum  var}^  in  weight  from  about  6i  to  over  8i  pounds  per  gallon. 
The  pra(^tice  of  fixing  a  uniform  weight  on  petroleum  and  all  its 
products,  howev^er,  is,  in  the  older  oil  fields,  justifiable,  because  of  the 
great  convenience  both  to  the  shippers  and  to  the  railroad  companies. 
The  finished  products  of  crude  oil  taken  together,  or  averaged,  usually 
weigh  about  the  same  as  the  crude  itself.  As  shown  hereafter,  the 
situation  as  to  Kansas  oil  presents  a  different  problem. 

Large  quantities  of  petroleum  products  are  also  sshipped  in  wooden 
barrels.  These  hold  about  50  to  54  gallons.  It  should  be  understood 
that  the  term  '^  barrel,"  when  used  as  a  unit  of  measurement  in  speaking 
of  refined  petroleum  products — as,  for  example,  in  giving  the  contents 
of  a  tank— means  precisely  50  gallons.  A  barrel  of  crude  petroleum 
as  a  statistical  unit  is  precisely  42  gallons. 

For  the  purpose  of  computing  freight  charges,  the  rules  of  most  if 
•  not  all  of  the  railroads  of  the  United  States  arbitraril}^  fix  the  weight 
of  a  wooden  barrel  of  petroleum  or  petroleum  products,  regardless  of 
actual  weight,  at  400  pounds.  Empty  petroleum  barrels  are  usually 
rated  at  80  pounds,  though  the  weight  of  70  pounds  is  used  on  one  or 
two  important  lines.  The  actual  weight  of  a  full  barrel,  of  course, 
varies  considerably  above  and  below  400  pounds,  because  of  differ- 
ences in  the  size  of  the  barrels  and  more  espec^ially  because  of  differ- 
ences in  the  specific  gravity  of  the  contents.  The  method  of  shipment 
by  barrels  is  naturally  used  wherever  the  movement  is  so  small  as  not 
to  justify  the  shipment  of  an  entire  tank  car  of  a  particular  product. 
For  this  reason  barrel  shipments  of  lubricating  oil  are  particularly 
common.  There  are  many  grades  and  brands  of  lubricating  oil,  and 
ev(Mi  markets  of  considerable  importance  may  not  demand  a  tank-car 
shipment  of  a  particular  grade. 

In  the  Southern  States  and  on  the  Pacific  coast  oil  is  frequently 
shipped  in  iron  barrels  or  drums,  which  also  usually  hold  about  50 
gallons.  They  are  preferred  in  di'v  climates,  because,  oil  in  wooden 
barrels  is  subject  to  evaporation.     The  arbitrary  weight  fixed  by  the 


METHODS  OF  WATER  TRANSPORTATION.  39 

railroads  on  loaded  iron  barrels  is  usually  400  pounds,  but  in  some 
sections  385  pounds. 

Oil  is  also  frequently  shipped  in  tin  cans,  a  kind  of  package  largely 
used  for  export  shipments  to  tropical  i*ountries,  and  in  this  country* 
found  chiefly  in  the  mountain  and  Pacific  coast  States.  This  mode  of 
shipment  is  preferable  where  the  prevention  of  leakage  is  important, 
and  where  packages  of  small  size  are  needed  because  of  the  conditions 
of  distribution  and  consumption.  The  tin  cans  usually  contain  five 
gallons  each,  and  two  of  them  are  ordinarily  put  together  in  a  wooden 
case.  For  the  purpose  of  computing  freight  charges,  the  railroads 
fix  an  arbitrary  weight  of  80  pounds  per  10-gallon  case. 

The  freight  mtes  on  petroleum  and  its  products  are  usually  the 
same  per  hundred  pounds  in  carloads,  regardless  of  the  method  of 
shipment;  but  in  a  tank-car  shipment  freight  is,  of  course,  paid  only 
on  the  weight  of  the  oil  itself,  while  in  other  cases  the  charge  applies 
also  to  the  weight  of  the  container.  The  significance  of  these  differ- 
ent methods  of  transportation  in  their  relation  to  competition  in  the 
oil  business  is  more  full}^  discussed  in  sections  19  and  20  below. 

Section  4.  Methods  of  water  transportation. 

VVatc»r  transportation  of  petroleum  is  in  the  domestic  oil  trade  mainly 
confined  to  the  coastwise  movements.  Much  the  greater  part  of  the 
oil  carried  by  water  is  handled  in  specially  constructed  tank  vessels, 
which  ordinarily  transport  no  other  product.  Occasionall}'  tank  ves- 
sels carry  back  loads,  but  more  often  they  return  empty  to  the  point 
where  the  shipments  originate.  The  cost  of  water  transportaticm,  in 
tank  vessels,  is  very  much  less  than  the  rail  charges,  and  is  probably 
not  far  different,  in  the  case  of  coastwise  movements,  from  the  cost  of 
pipe-line  transportation.  The  export  movement  of  oil  from  the 
United  States  is  enormous,  the  Standard  Oil  Com])any  exporting  60 
per  cent  of  the  illuminating  oil  it  produces;  but  the  present  re|)ort  is 
not  concerned  with  transoceanic  trans|K)rtation.  The  oi)ening  up  of 
the  Texas  and  California  oil  fields  has  hni  to  a  very  considerable 
coastwise  movement  of  crude  oil  in  tank  steamers.  Refined  oil  is 
also  shipped  up  and  down  the  Atlantic  and  the  Pacific  coast  in  con- 
siderable quantities,  partly  in  tnnk  steamers,  partly  in  tank  barges 
towed  by  ocean-going  tugs,  and  to  a  (•t)mi)ara(ively  small  extent  in 
Imrrels  and  cans.  Some  of  the  n»gular  lines  of  coastwise  steamers 
are  unwilling  to  accept  shipments  of  petroleum  on  account  of  the 
risk  of  fire,  and  such  as  do  handle  it  charge  rates  much  in  excess  of 
the  cost  of  transportation  in  tank  vessels.  The  own(»r  of  tank  vessels, 
therefore,  has  a  material  advantage  over  his  c()m})etitor  who  does  not 
own  them. 
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No  tank  vessels  of  any  irapoiiancc  are  operated  upon  the  Great 
Lakes  or  the  rivers  of  the  country.  There  is  a  considerable  move- 
ment of  barreled  oil  from  lower  lake  ports  and  from  Chicago  by  vessel, 
going  especially  to  Lake  Superior  points.  This  business  is  handled 
both  by  regular  freight  lines  and  by  tramp  steamers.  Water  trans- 
portation of  oil  upon  other  lakes  and  rivers  in  the  United  States  is  at 
present  insignificant  in  volume,  although  the  potential  competition  of 
water  carriers  may  have  some  influence  upon  rail  freight  rates.  It  is 
at  least  often  made  an  excuse  for  low  mil  rates  to  particular  points. 

Section  5.  Class  and  commodity  rates. 

Petroleum  and  its  products  move  b}^  mil  in  part  on  "class  rates'" 
and  in  part  on  "  commodity  mtes."  A  brief  preliminar}^  consideration 
of  these  two  kinds  of  rates  is  desirable. 

Class  rates. — The  characteristics  of  a  commodity'  which  properly 
are  chiefly  considered  b}'  common  carriers  in  fixing  their  I'ates  per 
unit  of  weight  are  bulk  and  value,  and  of  these  value  is  by  far  the 
more  important.  The  railroads,  however,  can  not  take  account  of 
every  minute  difference  in  commodities  with  respect  to  bulk  and  value 
or  other  characteristics  in  establishing  their  rates.  Classification  of 
all  but  the  most  important  commodities  into  a  few  broad  groups  is 
found  necessary.  In  order  to  avoid  the  confusion  which  arose  in  the 
earlier  days  when  each  railroad  company  adopted  its  own  basis  of 
classification,  associations  of  railroads  have  been  formed  which  have 
established  uniform  classifications.  Each  railroad  company  is  per- 
mitted to  make  exceptions  to  these  classifications.  Since  1887  there 
have  been  three  general  classifications  of  freight  in  use  in  the  United 
States.  These  are  known  as  the  Official  Classification,  the  Western 
Classification,  and  the  Southern  Classification. 

The  Official  Classification  is  used  by  the  railroads  of  the  Northeastern 
States,  including  the  territory  north  of  the  Ohio  and  Potomac  rivers 
and  east  of  the  line  between  Chicago  and  St.  Ijouis.  For  the  purposes 
of  through  shipments  from  west  o  the  Mississippi  River  to  }X)ints  east 
of  Chiciigo.  and  vice  versa,  the  western  boundary  of  this  territory  is 
fixed  at  the  Mississippi  River.  Thus  shipiiient.s  originating  at  Chi- 
cago and  moving  west  take  the  Western  Classification,  Init  shipments 
moving  from  Pitts])urg  to  the  west  take  the  Otticial  Classification  as 
far  as  the  Mississippi  River. 

The  Southern  Classification  applies  south  of  the  Ohio  and  Potomac 
rivers  and  east  of  the  Mississip[)i  River. 

The  Western  Classitication  aj)plies  to  the  remainder  of  the  United 
States. 

The  OlKeial  Classitication  consists  of  six  classes,  numbered  one  to 
six.  The  first  class,  as  in  each  of  the  classifications,  consists  of  com- 
modities which  take  the  highest  rates.     The  first  Oflicial  Classification, 
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adopted  in  1887,  put  petroleum  and  its  products,  in  carloads,  in  the 
sixth  or  lowest  class  when  in  tank  cars  and  in  the  fifth  class  when  in 
wood;  but  they  were  very  shortly  taken  out  of  the  cla^ssification  alto- 
gether and  made  subject  to  special  commodity  tariffs,  which  usualh^ 
name  rates  approximately  equal  to  those  of  the  fifth  class.  In  New 
England  the  railroads  have  generally  put  [)etroleum  in  the  sixth  class 
when  that  takes  a  rate  of  10  cents  or  more,  otherwise  fifth  class;  but 
many  commodity  rates  also  exist. 

The  Southern  Classification  consists  of  fourteen  classes,  of  which  six 
are  numbered  and  the  remainder  lettered.  Class  A  stands  just 
below  sixth  class,  and  classes  B,  C,  and  D  mnge  down  to  commodities 
of  low  grade,  while  classes  E,  F,  G,  and  H  cover  certain  special 
groups  of  articles  and  are  intermediate  l>etween  some  of  the  numbered 
classes.  The  general  scale  of  classification  in  the  Southern  States  is 
higher  than  under  the  Official  Classification;  for  example,  broadlv 
speaking,  a  sixth-class  commodity  under  the  Southern  Classification 
would  1^  of  about  the  same  grade  and  value  as  a  fifth-class  commoditv 
under  the  Official  Classification.  Under  the  Southern  Classification 
I)etroIeum  and  its  products  in  carloads  are  sixth  class;  but  there  are 
very  many  special  commodity  rates. 

The  Western  Classification  consists  of  ten  classes,  five  being  num- 
bered and  the  remainder  lettered  A,  B,  C,  D,  and  E.  ClavSs  A  usually 
takes  rates  between  the  fourth  and  fifth  classes,  while  class  B  is  usu- 
ally the  next  below  fifth  class.  The  basis  of  classification  is  so  differ- 
ent from  that  in  the  Noilheastern  States  that  comparison  of  classes  is 
virtually  impossible.  Under  the  Western  Classification  petroleum  and 
its  products,  in  the  absence  of  special  exception,  are  in  the  fifth  class, 
and  fifth-class  rates  are  actually  applied  in  large  territories. 

The  classification  of  petroleum  and  its  products  in  carloads  under 
the  Western  and  Southern  classifications  is  decidt^dl}-  high  in  propor- 
tion to  their  value.  In  otijer  words,  when  the  class  rates  apply  these 
oils  take  high  rates  in  com[)ans()n  with  other  commodities  of  similar 
value,  and  particularly  in  comparison  with  other  oils  of  greater  value, 
most  of  which  take  the  same  classification. 

Most  petroleum  products  are  worth  much  less,  for  example,  than 
cotton-seed  oil  or  turpentine,  yet  under  both  (he  Western  and  the 
Southern  Classification  they  are  all  in  the  same  class.  Under  the 
Western  Class! ficjit ion  rates  on  lard  oil,  linseed  oil,  sp(»rm  oil.  and 
other  valuable  oils  are  also  the  saiiie  as  on  pctrohuim.  The  following 
table  shows  the  disposition  of  the  leading  kinds  of  oil  under  the  sev- 
eral classifications  and  tluMr  approximate  values  per  gallon  and  p«»r 
car.  Except  in  the  nisv  of  crude  oil  the  values  assigned  are  the  New 
York  market  <|U()tations.  and  represent  products  in  barrels  or  other 
original  jMickages.     The  crude  oil  i)rices  are  in  bulk  at  the  wells. 
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CLASSIFICATION   OF  VARIOUS  OILS  UNDER  THE  OFFICIAL,  WESTERN.  AND  SOUTHERN 
CLASSIFICATIONS,  TOGETHER  WITH  THE  APPROXIMATE  VALUE  OF  EACH. 

[Values  txjised  on  New  York  quotations  published  in  the  Oil,  Paint  and  Drug  Reporter  of  November 

27,  1905.] 


Commodity. 

Petroleum:  , 

Refined  illuminating 

Crude 

Cotton-seed  oil 


Grade. 


Price     Value  per 
*    ^        car  of 


120  S.  W.  jobbing  lots. . . 

fPenn. crude 
Kans.  32  crude 

Best    quality     yellow 
summer. 

Prime  . 

Raw. 

White  . 

SOP  cold  test  . 

Natural  winter . 


ner 
gallon. 


Cnils. 

12 

3.76 
1.24 

30 


40.000 
pounds. 


S750 

235 

67 

1.600 

3,200 
2,133 
2,933 
4,266 
3,200 
3,657 


Classification. 


Official     Western   Southern 
(carh^d)  (carload)  (carload) 


5 
5 
5 
5 

5 
5 
5  , 

•^1 


5 
5 
6 
^3 
ft3 
6 


I 


a  Special  commodity. 


feAny  quantity. 


Under  all  the  classifications  all  petroleum  products  are  assigned  to 
the  same  class,  with  the  exception  of  axle  grease,  paraffin,  and  a  few 
other  high-gmde  products  which  are  not  in  liquid  form.  Usually 
where  special  commodity  rates  are  applied  on  oils  these  also  are  uni- 
form upon  all  grades  and  kinds  of  petroleum  products.  In  Texas  and 
California,  where  crude  petroleum  is  so  largely  transported  for  fuel 
purposes,  the  rates  are  usually  nmch  lower  on  it  than  on  the  refined 
products,  and  in  a  few  cases  in  the  more  eastern  States  lower  rates  are 
made  on  crude  oil  or  on  fuel  oil.  Broadl}'  speaking,  however,  the 
same  rates  are  ordinarily  used  whether  the  oil  is  worth  one  cent  or 
one  dollar  per  gallon.  The  reason  for  thi?<  failure  to  grade  rates  more 
closely  in  accordance  with  value  is  chiefly  the  extreme  difficulty  of 
determining  the  quality  and  value  of  the  respective  products  by  such 
superficial  inspection  as  it  is  possible  for  railroad  employees  to  make. 

Although  the  market  value  of  crude  petroleum  is  in  general  a  large 
fmction  of  the  aggregate  value  of  its  finished  products,  it  is  a  fair 
question  whether,  a^s  a  raw  material  for  manufacture,  crude  oil  should 
not,  in  some  cases  at  least,  be  put  on  a  lower  basis  of  rail  charges  than 
petroleum  products.  Railroads  usually  carry  raw  materials  more 
cheaply  than  finished  products,  regardless  of  the  fact  that  the  cost  of 
the  service  may  be  precisely  the  same.  It  is  impossil)le  for  railroads 
to  carry  crude  oil  as  cheaply  as  pipe  lines  can,  but  tliere  are  certainly 
some  cases  in  which  they  could  afford  to  carry  it  for  less  than  the 
Standard's  pipe  lines  actually  charge.  By  reducing  rates  on  crude  oil, 
therefore,  the  railroads  could,  in  some  instances,  get  considerable 
traffic  while  not  les.sening  their  transportation  of  finished  petroleum 
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products  sufficiently  to  offset  this  gain.  As  will  be  more  fully  pointed 
out  in  Chapter  VIII,  this  policy  would  seem  to  be  particularly  desira- 
ble in  the  case  of  Kansas  crude  oil,  the  price  of  which  has  been  excep- 
tionally low,  and  which  is  coming  into  use  as  fuel  where  sufficiently 
low  rates  prevail. 

In  addition  to  the  three  great  chissifications  above  mentioned,  there 
are  in  several  States  local  classifications  established  by  law  or  by  the 
State  railroad  commissions.  These  apply  only  on  traffic  wholly  within 
the  limits  of  these  particular  States,  and  are  of  comparatively  little 
importance  with  respect  to  carload  transportation  of  oil,  which  is 
largely  interstate  business. 

Commodity  rates. — As  already  stated,  individual  railroad  com- 
panies make  such  exceptions  to  the  classitications  as  they  see  fit.  The 
rates  which  they  apply  upon  such  excepted  articles  are  referred  to  as 
commodity'  rates.  Various  considerations  lead  to  the  adoption  of  com- 
modit}'  rates.  In  general,  they  are  intended  to  meet  conditions  with 
respect  to  the  marketing  of  the  excepted  commodity  which  are  pecul- 
iar to  the  individual  railroad  or  locality.  The  establishment  by  a 
railroad  company  of  rates  upon  cla-^sified  conunodities  is  based  upon 
broad,  general  considerations.  Distance  is  an  important  factor,  though 
not  the  only  factor.  Ordinarily  the  class  rates  are  the  same,  or  nearly 
the  same,  on  shipments  moving  from  two  different  points  to  a  destina- 
tion equidistant  from  both. 

Commodity  rates,  on  the  other  hand,  are  made  with  much  less  refer- 
ence to  distance.  The  purpose  of  the  railroad  in  making  a  commodity 
mte  is  to  get  traffic  which  it  might  not  otherwise  get  at  all.  So  long 
as  there  is  any  profit  whatever  in  the  business,  a  commodity  rate  may 
be  reduced,  if  necessary,  to  meet  marketing  conditions.  The  tendency 
of  commodity  mtes  is  to  put  different  producing  points  on  an  ecjuality 
in  reaching  a  given  market,  or  more  nearly  on  an  equality  than  they 
w  ould  l)e  on  the  basis  of  the  relations  established  by  class  rates. 

Within  reasonable  limits  the  principle  of  commodity  rates  is  beyond 
question  justifiable.  In  s(»ction  14  will  be  found  a  further  discussion 
of  the  basis  for  the  criticism  of  the  commodit\'  rates  on  oil. 

Section  6.  Less-than-carload  rates. 

liailroads  almost  uniformly  charge  for  transporting  part  carloads  at 
a  higher  rate  than  for  carloads.  In  some  stations  of  the  country  it 
is  complained  that  tlie  difference  is  excessive  on  all  articles.  This  is 
l)eyond  question  often  true  of  oil. 

Oil  in  less  than  carloads  is  usually  taken  at  class  rates.  It  falls  in 
the  third  class  in  the  Official,  Southern,  and  Western  classifications 
alike.  By  reason  of  the  fact  that  commodity  rates  on  oil  in  carloads, 
especiallv  from  the  refineries  of  the  Standard  Oil  Company,  are  often 
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very  low,  far  below  those  on  the  lowest  numbered  classes,  there  is  in 
many  sections  of  the  country  a  very  wide  difference  between  the  car- 
load rates  from  the  Standard's  shipping  point  and  less-than-carload 
rates  from  the  shipping  points  of  competitors — a  wider  difference  than 
exists  between  carloads  and  part  carloads  as  to  most  other  commod- 
ities. Even  though  the-  rates  charged  to  the  Standard  on  part  car- 
loads may  be  equally  high,  this  difference  in  rates  inures  to  the  benefit 
of  the  Standard,  because  it  makes  comparatively  few  distant  ship- 
ments in  less  than  carloads,  while  its  smaller  competitors,  who  can 
not  find  such  large  markets,  often  ship  much  oil  considerable  distances 
in  less  than  carloads. 

The  argument  presented  b}^  the  railroads  in  defense  of  the  high 
rates  on  oil  in  part  carloads  is  that  it  is  an  undesirable  commodity  to 
transport  in  the  same  car  with  other  products.  Often,  in  fact,  mil- 
roads  accept  oil  in  part  carloads  only  on  selected  days,  one  or  two  a 
week,  in  order  to  l>e  able  to  fill  up  one  or  more  cars  with  these  small 
shipments.  On  the  other  hand,  some  oil  shippers  attribute  this  latter 
practice  itself,  as  well  as  the  high  rates,  to  a  desire  to  discriminate 
against  the  small  concerns.  They  assert  that  petroleum  oil  is  no  more 
injurious  to  other  goods  than  many  oils  of  much  higher  value  which 
are  charged  the  same  rates;  that  it  can  be  and  is  carried  in  (*ars  with 
coarse  goods  of  various  sorts  which  suffer  no  injury. 

The  Bureau  of  Corporations  has  made  only  a  limited  investigation 
of  the  less-than-carload  business.  A  thorough  investigation  would 
require  much  time,  and  a  sound  conclusion  as  to  the  justice  of  the 
various  contentions  would  require  careful  balancing  of  much  expert 
testimony.  It  certainl>'  would  seem  that  there  can  be  no  adequate 
justification  for  many  extreme  cases  where  oil  in  small  lots  is  charged 
three  or  four  times  as  much  per  hundred  as  oil  in  carloads. 

As  shown  in  the  report,  the  railroads  have  in  some  cases  clearly  dis- 
criminated in  behalf  of  the  Standard  Oil  Company  on  its  less-than- 
carload  shipments  from  its  loi*al  distributing  stations. 

in.  LOCATION  OF  BEFINEBIES   IN  RELATION   TO   TRANSPORTA- 
TION CONDITIONS. 

Section  7.  Location  of  the  Standard  Oil  Company's  refineries  with  respect 
to  the  transportation  of  crude  oil. 

The  location  of  the  works  in  which  crude  oil  is  converted  into  its 
various  roHned  products  is  of  fundamental  importance  in  relation  to 
the  cost  of  transportation.  Its  significance  grows  largely  out  of  the 
facts  that  crude  oil  is  mainly  transported  by  pipe  lines,  while  refined 
pi'oducts  are  traiispoited  chiefly  by  rail  and  water  carriers,  and  that 
the  cost  of  pipe- line  transportation  is  very  much  less  than  the  cost  of 
rail  tninsj)ortation. 
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Facing  this  page  is  presented  a  map  showing,  roughly,  the  loca- 
tion of  the  leading  oil  fields  of  the  United  States,  the  Standard  Oil 
Company's  refineries  (including  those  of  subsidiary  and  affiliated  con- 
cerns), and  its  main  systems  of  pipe-line  transportation.  It  is  not 
essential  for  the  present  purpose  to  make  this  map  minutely  accurate. 
The  local  pipe  lines  in  the  oil  fields  have  been  wholh' disregarded,  and 
the  trunk  pipe  lines  from  the  oil  fields  to  the  refineries  have  been 
shown  as  straight  lines  instead  of  accurately  following  their  actual 
course. 

The  leading  oil  fields  from  which  the  country  is  supplied  with 
refined  petroleum  are  still  those  known  as  the  Appalachian  and  the 
Lima  fields.  During  the  3'ear  1904,  which  is  the  period  particularly 
covered  by  the  investigation  of  the  Bureau,  the  Kansas-Territory  oil 
field  was  already  producing  a  large  quantity  of  crude  oil,  but  con- 
tributed comparatively  little  to  the  consumption  of  the  country.  The 
pipe  line  from  the  Kansas  field  to  Whiting,  which  is  shown  on  the 
map,  was  not  in  operation  during  1904,  but  crude  oil  is  now  being 
sent  through  it  all  the  way  to  the  Atlantic  seaboard. 

The  Appalachian  oil  field,  which  was  the  first  to  be  developed  and 
which  in  1904  still  furnished  more  crude  oil  than  any  other.  Ires  in  a 
belt  running  from  the  southern  part  of  western  New  York  southwest- 
erly through  western  Pennsylvania  into  the  eastern  part  of  Ohio  a'nd 
the  western  pa'ft  of  West  Virginia,  and  extending  to  some  extent  into 
Kentucky  and  Tennessee.  The  oil  produced  in  this  territor}',  with  the 
exception  of  Kentuck}'  and  Tennessee,  is  much  superior  in  quality  to 
that  produced  in  any  other  important  field.  The  distillation  of  "  Penn- 
sylvania'' crude,  as  this  superior  Appalachian  oil  is  ordinarily  termed, 
yields  more  than  90  per  cent  of  high-grade  products.  While  different 
refineries  vary  markedly  in  the  results  obtained,  it  may  be  said,  roughly, 
that  Peimsylvania  crude  yields  from  45  to  80  per  cent  refined  illumina- 
ting oil,  from  12  to  20  per  cent  naphtha,  and  from  5  to  25  per  cent 
lubricating  oils,  with  little  or  no  gas  oil  and  fuel  oil  as  residuary 
products.  The  proi)ortions  of  the  several  products  may  be  varied 
considerably  at  will,  and  the  same  is  true  of  the  yields  from  other  crude 
oils.  Taking  all  refineries  together,  the  proportion  of  illuminating  oil 
derived  from  Pennsylvania  crude  is  probably  over  70  per  cent. 

The  Lima  oil  field,  which  was  first  developed  during  the  latter  part 
of  the  (Mghties.  now  produces  about  four-tifths  as  nuich  crude  petro- 
leum as  the  Ajipalachian  field,  though  of  inferior  (juality.  This  field 
lies  in  north Nvestern  Ohio  and  the  central-eastern  part  of  Indiana. 
Lima  crude  oil  yields  fnmi  35  to  Oo  per  cent  refined  oil  and  from  10 
to  15  per  cent  naphtha.  The  <iuantity  of  lubricating,  gas,  and  fuel 
oils  may  i»o  varit^d  largely  at  the  desire  of  the  refiner,  but,  in  general, 
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a  very  considerable  percentag^e  of  the  product  actually  deru'iedconsists 
of  gas  oil  and  fuel  oil,  or,  according  to  the  practice  of  some  plants, 
asphaltum  oil,  all  these  being  of  much  less  value  than  illuminating  oil 
and  naphtha. 

What  is  ordinarily  known  as  the  Kansas  or  Kansas-Territory  field, 
which  is  now  officially  designated  b}^  the  United  States  Geological 
Survey  as  the  Midcontinent  field,  lies  in  southeastern  Kansas  and  the 
northern  part  of  Oklahoma  and  Indian  Territory,  the  production  in 
the  Territories  being  at  present  much  larger  than  in  Kansas.  This  oil 
yields  approximately  the  same  proportions  of  finished  products  a*  that 
of  the  Lima  field,  though  as  j^et  it  has  been  less  used  for  producing 
lubricating  oils. 

Crude  oil  occurs  in  Texas  in  quite  widely  scattered  localities,  but 
the  largest  production  is  within  a  comparativel}'^  small  section  of  the 
eastern  part  of  the  State.  The  quantity  produced  during  recent  years 
has  been  great,  but  much  the  larger  part  of  it  is  used  in  the  crude 
state  for  fuel.  Most  Texas  crude  yields  very  little  naphtha  and  ordi- 
narily less  than  20  per  cent  of  refined  oil,  most  of  which  is  of  some- 
what inferior  quality.  Some  of  the  plants  refining  this  oil  make  con- 
siderable quantities  of  lubricating  oil,  but  others  convert  the  heavier 
f motions  chiefiv  into  fuel  and  gas  oil.  The  less  important  Corsicana 
field,  in  northern  Texas,  produces  an  oil  more  like  that  of  Kansas. 

The  large  crude-oil  production  of  California  is  distributed  in  a  num- 
ber of  fields  of  small  area,  but  several  of  these  fields  are  of  remarkable 
productiveness.  As  in  Texas,  most  of  this  crude  oil  is  used  directly 
for  fuel,  and  like  Texas  oil  it  yields  a  comparative! >^  small  percentage 
of  refined  oil  and  very  little  naphtha. 

The  only  other  oil  field  of  commercial  importance  at  present  is  that 
near  Florence,  in  Colorado.  The  crude  oil  produced  in  this  field  is, 
broadly  speaking,  similar  in  quality  to  that  of  the  Midcontinent  field. 

Turning  now  to  the  relation  of  the  Standard  Oil  Company's  refineries 
to  these  great  oil  fields,  it  is  at  once  apparent  that  a  large  proportion 
are  at  considerable  distances  from  the  fields.  These  distant  refineries 
are  much  larger  than  those  near  the  sources  of  the  oil.  Tlie  following 
is  a  list  of  all  the  refineries  of  the  Standard  Oil  Company  and  its 
directly  subsidiary  companies,  with  tlieir  location: 

KKFINKKIKS  OK  THK  STANDAKD  OIL  COMPANY  AND  f^lBSIDlARY  COMPANIKS. 


Standanl  Oil  (\)nii)any  of  Xew  Jersey: 

Baltimore  Works^,  Baltimore,  Md. 

Bayonne  Works,  Bayonne,  N.  J. 

Ka'ile  Works.  (\ instable  Hook,  N.  .1. 

Parkersbnrj:  Works,  Parkersbiir^,  W.  Va. 
Vacniim  Oil  ('(»ini»any,  Olean,  X.  Y. 
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Standard  Oil  Company  of  New  York: 

Buffalo  Works,  Buffalo,  N.  Y. 

Pratt  Work8,  Brooklyn,  N.  Y. 

Long  Inland  or  Devoe  Works,  Long  Island  City,  N.  Y. 

Sone  &  Fleming  Works,  Long  Island  City,  N.  Y. 
Atlantic  Refining  Company: 

Philadelphia  works,  Point  Breeze,  Pa. 

Eclipse  works,  Franklin,  Pa. 

Pittsburg  works,  Pittsburg,  Pa. 
Solar  Relining  Company,  Lima,  Ohio. 
Standard  Oil  Company  of  Ohio,  (Cleveland,  Ohio. 
Standard  Oil  Company  of  Indiana: 

Whiting  works.  Whiting,  Ind. 

Sugar  Creek  Works,  Sugar  Creek,  Mo. 
Standani  Oil  Company  of  Kansas,  Neode^ha,  Kans. 
Pacific  Coa«t  Oil  Company,  Point  Richmond,  Cal. 

Beside.s  these  refineries  there  are  two  very  important  hibricating  oil- 
oonipounding  works  which  are  also  Standard  concerns — that  of  the 
Vacuum  Oil  Company  at  Rochester,  N.  Y.,  and  that  of  the  Galena- 
Signal  Oil  Company  at  Franklin,  Pa.— as  well  as  several  minor  works 
of  a  similar  character  which  do  not  refine  crude  oil. 

In  jiddition,  there  are  several  refineries  belonging  to  concerns  closely 
affiliated  with  the  Standard  Oil  Company,  as  follows: 

Tide  Water  Oil  (>ompany,  Hayonne,  X.  J. 
Sei'urity  Oil  Company,  Beaumont,  Tex. 
Corsicana  Ketining  Company,  (^orsicana,  Tex. 
Florence  Oil  and  Hefining  Company,  Florence,  Colo.^* 
Unite<l  Oil  Company,  Florence,  Colo. 

The  largest  refineries  of  the  Standard  Oil  Company  are  those  on  the 
Atlantic  seaboard.  That  at  Bayonne,  N.  J.,  is  the  largest  in  the  United 
States,  and  that  at  riiiladelphia  is  a  close  second.  The  company  has 
no  less  than  fiv(*  refineries  at  New  York  Harbor — two  on  the  New  Jersey 
coast  and  three  on  Long  Island.  There  is  also  a  large  Standard  refin- 
ery at  Baltimore.  The  total  (|uantity  of  crude  oil  consumed  by  these 
seaboard  refineries  is  fully  two-thirds  of  the  aggregate  consumption  of 
the  Standard  Oil  Company. 

The  Standard  Oil  Company's  pipe  lines  extend  both  from  the  Appa- 
lachian field  and  from  the  Lima  field  to  the  seaboard.  The  great 
Iteyonne  refinery,  at  least  during  lJn)4,  used  pmctically  no  Appalachian 
crude,  but  chiefiy  Lima,  with  a  small  proportion  of  Texas  crude  brought 
by  tank  steamers.  Th(»  Philadelphia  plant  also  used  about  .*50  percent 
of  Lima  crude  and  some  from  Texas,  though  Pennsylvania  oil  made 
up  the  larger  part  of  its  ((insumption.  The  other  seaboard  refineries 
use  chiefiv  Pennsvlvania  oil. 


''The  Standani  int«Tcsts  own  nost(K*k  in  this^  company,  but  iiavr  for  years  l»on<:lit 
all  it*«  ontput. 
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According  to  a  rough  estimate  the  seaboard  refineries  taken  together 
consumed  during  1904:  approximately  equal  quantities  of  Pennsylvania 
and  Lima  crude,  and  a  comparatively  small  quantity  of  Texas  crude, 
less  than  10  per  cent  of  the  total.  Very  recently  those  plants  of  the 
Standard  at  the  seaboard  which  are  specially  adapted  for  Pennsyl- 
vania crude  have  begun  using  some  Kansas  oil. 

The  second  large  group  of  refineries  of  the  Standard  Oil  Company 
consists  of  those  situated  practicrally  in  the  Appalachian  field,  at 
Parkersburg,  W.  Va.,  Pittsburg  and  Franklin,  Pa.,  and  Olean,  N.  Y., 
and  the  refinery  at  Buffalo,  N.  Y.,  which  is  comparatively  near  that  field. 
These  five  refineries  use  Appalachian  crude  almost  exclusively',  the 
Parkersburg  refinery  using  the  quality  which  is  distinguished  as  Ken- 
tucky oil,  and  the  others  what  is  called  Pennsylvania.  These  refineries 
naturally  obtain  their  crude  at  a  somewhat  less  cost  than  the  seaboard 
refineries. 

The  Standard  Oil  Company  has  only  one  refinery  actually  within 
the  Lima  field,  that  at  Lima,  Ohio;  but  the  Cleveland  refiner}'  is  not 
far  distant.     Both  these  refineries  use  Lima  crude  exclusively. 

The  refinery  of  the  Standard  Oil  Company  at  Whiting,  Ind.,  is  just 
across  the  State  line  from  the  city  limits  of  Chicago.  This  is  next  to 
the  Bayonne  and  Philadelphia  refineries  in  importance,  and  consumes 
more  crude  oil  than  all  seven  of  the  Standard  refineries  in  the  Appa- 
lachian and  Lima  fields  together.  It  uses  exclusively  Lima  crude, 
which  is  piped  through  trunk  lines  from  200  to  3(X)  miles  long. 

The  refinery  of  the  Standard  Oil  Company  at  Neodesha,  Kans., 
is.in  Vhe  northern  part  of  the  Midcontinent  field.  That  at  Sugar 
Creek,  Mo.,  near  Kansas  City,  which  is  much  larger,  is  about  150 
miles  from  the  oil  field,  with  which  it  is  connected  b\'  a  pipe  line. 
This  refinery  began  operations  in  November,  1904:.  During  1905 
the  Kansas  oil  field  was  connected  with  Whiting  b}'  a  pipe  line,  and 
another  parallel  pipe  is  now  being  laid.  •  The  oil,  however,  is  not 
refined  at  Whiting,  but  is  piped  on, to  the  Atlantic  seaboard,  a  total 
distance  of  fully  1,500  miles.  The^irejson  why  the  oil  is  not  used  at 
W^hiting  is  that  that  plant  is  equipped  with  peculiar  apparatus  required 
for  handling  Lima  crude,  which  contains  considerable  quantities  of 
sulphur.  Sulphur  is  not  present  in  material  quantities  in  Kansas 
crude,  which  can,  therefore,  be  used  in  the  same  refineries  which  handle 
Pennsylvania  crude.  The  use  of  this  Kansas  petroleum  is  creating  a 
new  set  of  conditions  with  respect  to  transiK)rtation,  which  need  not, 
however,  be  specially  discussed  in  the  present  report. 

The  refinery  of  the  Pacific  Coast  Oil  Company,  a  subsidiary  concern 
of  the  Standard  Oil  Company,  is  situated  at  Point  Richmond,  near 
San  Francisco.     It  receives  its  crude  oil  partly  from  the  Coalinga  field, 
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in  central  California,  piping  it  about  200  miles,  and  partly  b}-  tank 
steamer  from  the  fields  near  the  coast,  in  the  vicinity  of  Los  Angeles 
and  San  Luis  Obispo. 

In  addition  to  these  refineries  directly  controlled  by  the  Standard 
Oil  Company,  it  is  affiliated  with  seveml  others  of  somewhat  less 
importance.  Thus,  the  Standard  interests  own  a  considerable  share  of 
the  stock  of  the  Tide  Water  Oil  Company,  which  has  a  plant  at  New 
York  Harbor  and  which  is  understood  to  work  in  thorough  harmony 
with  the  larger  concern.  The  Standard  Oil  Company  also  has  arrange- 
ments b}-  which  it  purchases  the  entire  output  of  the  Tnited  Oil  Com- 
pany and  the  Florence  Oil  and  Refining  Company,  of  Colorado,  which 
two  concerns  handle  virtually  all  the  Colorado  crude  oil.  The  Stand- 
ard also  indirectly  controls  a  refinery  at  Corsicana,  Tex.,  which  handles 
a  large  part  of  the  product  of  the  Corsicana  field.  There  is  much  evi- 
dence to  show,  moreover,  that  the  Standard  controls  the  Security  Oil 
Company  of  Texas,  which  operates  the  second  largest  refinery  in  that 
State.  These  Colorado  and  Texas  refineries  are  situated  quite  near 
the  sources  of  their  supplies  of  crude  oil. 

Section  8.  Basis  for  defining  areas  of  distribution  of  products  from 
refineries. 

The  next  step  in  the  consideration  of  the  methods  and  cost  of  trans- 
portation of  petroleum  is  to  ascertain  the  areas  supplied  b}-  each  of 
the  refineries  of  the  Standard  Oil  Company.  This  can  be  done  only 
approximately.  NatuniUy  tlie  lines  bounding  these  various  t»  eas  are 
by  no  means  rigid.  Temporary'  market  conditions  ma}'  lead  to  the 
shipment  from  one  refinery  of  petroleum  products  which  are  ordinaril}' 
supplied  from  another. 

The  areas  of  distribution  of  the  different  classes  of  refined  petroleum 
products  are  not  altogether  similar.  It  is  necessary,  however,  to 
give  some  attention  to  the  distribution  of  all  the  leading  classes  of 
products.  If  the  Standard  Oil^Company,  through  the  location  of 
it«  refinery  at  Whiting,  for  example,  had  an  advantage  over  refiners 
located  at  Cleveland  or  Pittsburg  by  reason  of  being  nearer  to  the 
markets  of  the  Western  States  for  refined  oil,  its  advantage  might  be 
offset  if  it  were  necessary,  in  order  to  find  markets  for  other  products, 
to  ship  them  east  into  territory  nearer  to  its  com|)etitors. 

Broadly  speaking,  the  territorial  distribution  of  the  sevei'al  more 
bulky  products  of  the  Standard's  refineries  is  substantially  similar. 
From  the  statement  already'  presented  as  to  the  approximate  yields 
of  finished  products  from  the  different  kinds  of  crude,  it  will  be 
seen  that  refined  illuminating  oil  is  by  far  the  most  iinportant 
product  derived  from  Pennsvlvania  crude  and  considerably  the 
284S9— 06 4 
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most  important  derived  from  Kansas  and  Lima  crude.  To  deter- 
mine, therefore,  the  areas  supplied  with  refined  oil  ^  by  the  seveml 
refineries  of  the  Standard  Oil  Company  is  the  most  important  part 
of  the  present  task.  Perhaps  the  next  most  important  product  is 
naphtha — using  this  word  as  a  general  term  for  the  lighter  prod- 
ucts of  petroleum,  which  are  sold  largeW'  under  the  name  of  gasoline. 
There  is  a  large  demand  for  naphtha  all  over  the  country,  so  that 
each  refiner}'  finds  it  possible  to  distribute  at  least  a  large  propor- 
tion of  its  naphtha  within  the  same  areas  which  it  supplies  with 
illuminating  oil.  Naphtha  is,  however,  shipped  in  large  quanti- 
ties from  certain  refineries  into  territory  to  which  they  supply  very 
little  refined  oil.  This  condition  arises  largeW  from  the  fact  that  the 
great  refineries  at  the  seaboard,  which  export  a  very  large  proportion 
of  their  refined  oil  and  which  were  placed  at  the  seaboard  in  order  to 
be  convenient  to  the  foreign  markets,  do  not,  at  present  at  least,  find 
as  great  a  nmrket  for  their  naphtha  abroad  as  in 'this  countr3\  It 
arises  also  in  part  from  the  fact  that  Pennsylvania  crude  yields  the 
largest  proportion  of  naphtha,  and  the  Texas  and  California  oils  yield 
very  little. 

Gas  oil  and  fuel  oil  are  also  produced  in  very  large  quantities,  espe- 
cially by  the  refineries  using  Lima  oil  and  the  oil  of  the  western  fields. 
The  larger  pari  of  these  products  is  consumed  comparatively  near  the 
refinery.  The  great  seaboard  cities  furnish  a  large  field  for  the  gas 
and  fuel  oil  produced  at  the  seaboard  refineries,  while  the  Whiting 
refinery  finds  a  large  market  for  these  oils  in  the  vicinit}^  of  Chicago  and 
at  St.  Louis,  Milwaukee,  and  ^ther  central  western  cities.  In  general, 
therefore,  it  may  be  said  that  the  refineries  distribute  theii;^s  and  fuel 
oil  mainl}'  within  the  same  areas  to  which  they  respectively  distribute 
their  refined  oil,  but  that  they^lo  not  ship  them  so  far.  An  exception 
is  the  large  shipment  of  gaso^  and  fuel  oil  from  the  Kansas  refineries 
to  St.  Louis. 

The  onlv  remaining  product  of  importance  to  be  considered  is  lubri- 
cating oil.  Here  again  there  is  a  large  demand  for  the  output  of  each 
refinery  within  the  area  to  which  it  habitually  supplies  illuminating 
oil.  The  great  manufacturing  plants  within  a  short  distance  of  the 
^seaboard  refineries  and  of  the  Whiting  refinery,  respectively,  consume 
a  material  proportion  of  the  total  output.  Nevertheless,  it  is  undoubt- 
edly true  that  considerable  quantities  of  lubricating  oil  are  shipped 
from  the  several  refineries  into  areas  which  they  do  not  usually  supply 
with  illuminating  oil.  This  is  particularly  true  with  respect  to  certain 
high-grade  oils  produced  at  one  or  two  points,  which  are  distributed 
more  or  less  all  over  the  United  States. 


^  In  customary  iisajje  the  term  "refined  oil"  usually  refers?  to  illuminating  oil  only, 
and  is  so  ur*ed  in  this  rei)ort  unless  otherwise  indicate^!. 
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For  example,  the  Galena  Oil  Works  at  Franklin,  Pa.,  supply  fully 
95  per  cent  of  the.  railroads  in  the  United  States  with  their  lubricat- 
ing oils,  and  the  Vacuum  Oil  Company,  with  works  at  Rochester, 
which  manufactures  large  quantities  of  high-priced  lubricating  oils, 
also  distributes  them  very  widely.  The  freight  rates  on  lubricating 
oil,  however,  are  a  much  less  important  factor  in  the  aggregate  of 
the  business  than  the  rates  on  refined  illuminating  oil — first,  because 
the  total  quantity  of  lubricating  oil  produced  is  much  less,  and, 
second,  because  a  large  proportion,  at  least  of  the  lubricating  oils 
which  are  thus  widely  distributed  from  particular  plants,  are  much 
more  valuable  per  gallon  than  refined  oil,  so  that  the  freight  rate  is  a 
much  less  important  element  in  their  cost  to  the  consumer. 

Again,  the  Standard  Oil  Company  has  a  peculiarly  advantageous 
position  in  the  marketing  of  much  of  its  higher  grade  oil,  so  that  it  is 
virtually  free  from  competition.  This  is  especially  true  of  the  oil  sold 
to  railroads. 

From  all  these  considemtions  the  conclusion  may  be  drawn  that  hav- 
ing once  detennined  approximately  the  areas  supplied  wnth  illumina- 
ting oil  by  the  respective  refineries  of  the  Standard  Oil  Company,  a 
consideration  of  the  cost  of  transportation  from  the  refineries  to  the 
areas  thus  mapped  out  will  give  a  fairly  correct  basis  of  judgment  as 
to  any  advantages  which  the  Standard  may  possess  over  its  competitors. 
The  officei's  of  the  Standard,  to  minimize  the  importance  of  inequita- 
ble rate  adjustments  in  a  given  territory,  have  frequently  urged  that 
the  company  makes  large  shipments  to  that  territory  from  refineries 
which  take  the  same  rates  as  w^ere  charged  its  competitors.  This  is 
undoubtedly'  true,  but  the  efi'ect  of  the  rate  adjustment  depends  upon 
the  relative  importance  of  the  shipments  from  the  difi'erent  refineries. 
If  on  nine-tenths  or  even  only  three-fourths  of  the  product  which  it 
sells  at  an  important  point  the  Standard  pays  rates  which  are  unfairly 
low  as  compared  with  those  paid  by  its  competitors,  it  still  has  a 
material  advantage,  even  though  one-tenth  or  one-fourth  of  its  ship- 
ments are  made  at  the  rates  which  its  competitors  pay. 

Section  9.  Quantity  of  refined  oil  produced  by  the  several  refineries. 

The  Bureau  of  Corporations  has  not  secured  information  of  the  exact 
quantity  of  all  the  various  refined  products  turned  out  by  the  several 
refinerie^i  of  the  Standard  Oil  Company  or  distributed  from  them  to 
American  consumers.  This  information  has,  however,  been  secured 
from  that  compan}'  with  respect  to  illuminating  oil.  The  following 
table  shows  for  the  calendar  year  11)04  the  number  of  barrels  of  illumi- 
nating oil  delivered,  distinguishing  the  deliveries  for  domestic  con- 
sumption, from  each  of  the  refineries  of  the  Standard,  and  the  i>ercentage 
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which  the  deliveries  of  each  refinery  bear  to  the  total  deliveries  and 
the  total  domestic  deliveries: 

DELIVERIES  OF  REFINED  ILLUMlJfATIXG   OIL  BY  THE  SEVERAL   REFINERIES  OF  THE 
STANDARD  OIL  COMPANY.  1904. 

[The  quantity  delivered  for  domestic  use  is  computed  from  the  percentage  furnished  by  the  Standard 
Oil  Company,  and  is  therefore  not  precise  to  the  last  figures.] 


Seaboard  refineries: 
New  York  Harbor—- 

Pratt 

Long  Island 

Sone  &  Fleming 

Bayonne  

Eagle 

Total 

Philadelphia 

Baltimore 

Total  seaboard 

Refineries  in  and  near  Appalachian  field 

Franklin 

Clean 

Buffalo 

Pittsburg 

Parkcrsburg 

Total 

Refineries  in  and  near  Ohio  field: 

(.'leveland 

Lima 

Total 

Western  refineries: 

Whiting 

Neodesha 

Sugar  Creek 

Pacific  Coast 

Total 

Grand  total 


Deliveries 
(barrels  of 
50  gallons). 


1,039,385 
1,159,575 

293,810 
4,792,809 

885,059 


Delivered  for  domestic  use. 

I  p«»rr>Pnt  Percent 

Amount     Per  cent    V:A^:°i  of  total 

(barrels  of  ,    of  de-    i^eU^  domestic 

eries. 


50gallons).|  liveries. 


deliv- 
eries. 


281,673  I 
62,617  ] 
39,371 
829,156 
153,115 


27.10 
5.40 
13.40 
17.30 
17.30 


8,170,638  1  1.365,932 


4,706,086  I 
1.188,332 


705,918 
457,508  ; 


15 
38.50 


14,065,056  I  2,529,353 


787,056  I 
448.323  I 
488,271 
141,562  I 
126,865  i 


783,908 
446,978 
446,280 
141,562 
126,865  , 


99.60 
99.70 
91.40 

100 

100 


1,992,077  ;  1,946,593 


838,121  I 
580,037 


312,086 
580.037 


92.30 
100 


918. 158 


892.123 


2,953,730  I    2,891,702  | 
242,986  I        242.986 
35,155  I         35,156 


301,019  ! 


238,527 


97.90 
100 
100 

79.24 


3,632,890       3,408,370 


1.37  ! 
.31  , 

.19  I 
4.04  , 

.76  I 


3.21 

.71 

.46 

9.46 

1.75 


6.66  i 


15.57 


3.44 
2.23  I 


8.01 
5.21 


12.33  , 


28.83 


3.82 
2.18  , 
2.18  ' 


.62  ! 


8.93 
5.09 
6.09 
1.61 
L46 


22.17 


1.52 
2.83  I 


3.56 
6.61 


4.35 


10.17 


14. 10  I 

1.18 

.17 

1.16 


32.96 

2.77 

.40 

2.72 


17.23 


38.84 


20,508,181       H,  776, 439 


100 


The  refineries  in  this  table  have  been  arranged  in  several  large 
groups.  This  grouping  is  important  because  the  lines  of  division 
between  the  territories  supplied  with  refined  oil  by  the  sevenil  groups 
of  refineries  are  much  more  distinct  than  the  lines  between  territories 
supplied  by  individual  refineries  within  a  group.  The  five  large  refin- 
eries at  New  York  harbor  ma}-  be  considered  virtually  one  for  the 
purpose  of  a  stud}"  of  transportation  conditions,  while,  taking  advan- 
tage of  cheap  water  transportation,  the  New  York,  Philadelphia,  and 
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Baltimore  refineries  all  distribute  oil  more  or  less  indiseriminateh'  to 
Atlantic  coast  points. 

This  table  brings  out  sharply  the  fact  that  a  verj'  large  proportion 
of  the  refined  oil  sold  by  the  Standard  Oil  Company  in  this  country  is 
produced  at  refineries  far  removed  from  the  oil  fields.  The  seaboard 
refineries  produced  28.83  per  cent,  and  the  refinery  at  Whiting,  Ind.,  no 
less  than  32.95  per  cent,  of  the  total  domestic  deliveries.  The  refineries 
in  and  near  the  Appalachian  oil  field  produced  only  22.17  per  cent 
and  the  refineries  in  and  near  the  Ohio  field  only  10.17  per  cent  of  the 
oil  so  delivered.  It  is  obvious  from  these  figures  alone  that  very  great 
portions  of  the  country  must  be  supplied  by  the  refineries  on  the  sea- 
board and  at  Whiting. 

The  relative  importance  of  the  refineries  appears  very  differently  if 
the  total  deliveries,  including  those  for  export,  are  considered.  Thus, 
while  the  seven  seaboard  refineries  delivered  only  2,529,353  barrels 
for  domestic  use,  their  total  deliveries  in  1904  were  between  five  and 
six  times  as  great.  On  the  other  hand,  naturally,  companUively  little 
of  the  oil  from  the  interior  refineries  is  exported. 

The  Standard  Oil  Company  and  its  affiliated  marketing  companies 
also  handle  all  the  product  of  the  United  Oil  Company  and  the  Florence 
Oil  Company  of  Colomdo,  which  amounted,  in  1904,  to  alx)ut  145,000 
barrels  of  refined  oil.  It  also  purchased  large  (|uantit!es  of  oil  from 
the  Security  Oil  Company  of  Texas,  with  which  it  is  affiliated,  but  the 
precise  quantity  of  the  purchases  used  for  domestic  consumption  is 
not  known.  The  total  production  of  refined  oil  by  the  Security  Oil 
Company  in  1904  was  about  200,000  barrels,  but  has  since  increased 
materially.  The  production  of  the  C/orsicana  refinery  is  also  controlled 
by  the  Standard  Oil  Company.  The  quantity  of  refined  oil  distributed 
from  this  plant  is  not  known,  but  probably  does  not  exceed  150,000 
barrels  annually.  The  total  quantity  of  oil  distributed  in  the  I'nited 
States  by  these  four  affiliated  concerns  is  thus  but  a  small  fraction  of 
the  amount  distributed  by  tlie  refineries  directly  controlled  by  the 
Standard  Oil  Company. 

Section  10.   Territorial  distribution  of  refined  oil  by  the  Standard  Oil 
Company. 
Sources  of  information.— The  Kureau  of  C/ori)orations  has  two 
main  sources  of  information  as  to  the  geographical  distribution  of 
refined  oil  from  the  Standard  Oil  Comjmny's  refineries: 

(1)  An  outline  map  furnish(»d  by  the  Standard  itself,  purporting  to 
show  the  areas  supplied  from  each  refinery  or  group  of  njfineries. 

(2)  Billing  records  of  railroad  companies.  The  ikireau  has  (exam- 
ined the  records  of  shipments  of  oil,  usually  for  at  least  one  full  month 
during  11M>4,  over  most  of  the  railroads  leading  out  from  the  vari- 
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OU8  refineries  of  the  Standard  Oil  Company.  These  records  show 
the  destinations  of  the  shipments.  While,  as  indicated  above,  4ihip- 
ments  of  gasoline  and  lubricating  oil  particularly^  and  sometimes  also 
of  refined  oil,  are  occasionally  made  from  a  given  refiner}^  to  a  terri- 
tory not  naturally  tributary  to  it,  yet  by  taking  proper  account  of  the 
bulk  of  the  shipments  it  is  possible,  from  these  railroad  records,  to  fix 
the  territories  chiefly  supplied  by  the  several  refineries,  especially  with 
refined  illuminating  oil,  quite  closely. 

In  genei-al,  these  two  sources  of  information  agree  fairly.  The 
map  furnished  by  the  Standard  Oil  Company  was  prepared  during 
1905,  and  was  designed  to  represent  the  conditions  which  prevailed  at 
that  time  or  which  the  company  e;cpected  to  prevail  in  the  future. 
It  did  not  correctly  represent  the  conditions  in  1904 — the  period  more 
particularly  investigated  by  the  Bureau — because  the  production  of 
refined  oil  by  the  Neodesha  and  Sugar  Creek  refineries  had  increased 
greatly  from  1904  to  1905,  and  was  still  increasing.  This  map,  in  fact, 
showed  these  two  refineries  supplying  an  enormous  area,  including 
all  of  Kansas,  Nebraska,  Oklahoma,  and  Indian  Territory,  all  except 
a  small  part  of  the  eastern  sections  of  Louisiana,  Arkansas,  Missouri, 
and  Iowa,  most  of  South  Dakota  and  Montana,  and  smaller  parts  of 
Minnesota,  Wyoming,  Texas,  Colorado,  and  New  Mexico.  It  is  doubt- 
ful whether  even  at  the  present  time  (1900)  the  Standard  supplies  all 
this  territory  chiefly  from  the  two  refineries  named,  although  doubt- 
less the  oil  produced  by  them  is  now  shipped  very  widely.  An 
examination  of  the  shipping  records  of  the  railroad  companies  tak- 
ing oil  out  of  Neodesha  and  Sugar  Creek  shows  that  in  1904  the  area 
largely  supplied  from  these  refineries  was  very  much  smaller. 

Description  of  territories. — Facing  this  page  is  presented  a 
map  prepared  on  the  basis  above  indicated,  showing  the  areas  mainly 
supplied  with  refined  oil  by  the  respective  refineries  of  the  Standard 
Oil  Company  during  1904.  The  relative  im[K)rtance  of  the  refineries 
themselves,  as  measured  by  the  volume  of  their  domestic  shipments  of 
refined  oil,  is  roughly  indicated  by  the  size  of  the  circles  representing 
the  plants.  The  plants  at  New  York  Harbor  are  treated  as  one,  as  are 
also  the  two  plants  at  Florence,  Colo. 

To  guard  against  error  the  fact  is  here  repeated  that  the  areas 
marked  off  are  only  approximately  accurate  and  that  shipments  are 
often  made  across  the  lines  of  demarcation.  It  is  safe  to  say,  however, 
that  the  great  bulk  of  the  sliipments  from  each  refinery  or  group  of 
refineries  are  made  within  the  area  attributed  to  it  on  the  map. 

One  of  the  most  conspicuous  points  brought  out  by  this  map  is  the 
fact  that  the  seaboard  refineries,  despite*  their  lieavy  domestic  ship- 
ments, do  not  send  oil  very  far  back  into  the  interior.  The  refineries 
in  western  Pennsylvania  and  western  New  York  supply  very  nearly 
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the  entire  area  of  those  States,  their  territory  extending  almost  to  the 
boundaries  of  Philadelphia  and  New  York  City. 

The  movement  of  oil  from  the  seaboard  refineries  is*  chiefly  up  and 
down  the  coast.  The  Standard  Oil  Company  takes  advantage  in  large 
measure  of  water  transportation.  It  ships  oil  b}'^  water  to  points  like 
Portland,  Me.,  Boston,  Providence,  New  London,  Wilson  Point,  Conn., 
Richmond,  Wilmington,  Charleston,  Savannah,  and  Jacksonville; 
whence  the  oil  moves  by  rail  to  nearby  territory.  The  area  covered 
by  these  refineries  is  in  the  aggregate  comparatively  small,  but  on 
account  of  the  dense  population  of  parts  of  this  area  the  quantity  of 
oil  delivered  by  them  is  more  than  one-fifth  of  the  total  domestic 
deliveries  of  the  Standard  Oil  Compan3\ 

On  the  map  no  attempt  has  l>een  made  to  distinguish  between  the 
territories  supplied  from  New  York,  from  Philadelphia,  and  from 
Baltimore.  In  this  respect  the  map  follows  that  furnished  to  the 
Bureau  by  the  Standard  Oil  Company.  The  officers  of  the  company 
stated  that  the  differences  in  the  cost  of  water  transportation  from 
these  three  centers,  at  least  to  the  more  distant  points  on  the  Atlantic 
seaboard,  are  not  very  great,  and  that  the  shipments  are  made  more  or 
less  indiscriminately,  according  to  the  condition  of  the  stocks  at  the 
sevei-al  refineries. 

The  four  refineries  of  the  Standard  Oil  Company  in  western  Penn- 
sj'lvania  and  western  New  York,  aside  from  supplying  the  immediately 
adjacent  territory,  ship  mostly  toward  the  east,  covering,  besides  most 
of  New  York  and  Pennsylvania,  a  large  part  of  Vermont,  New  Jersey, 
and  Delaware. 

The  Pittsburg  refinery  is  one  of  the  smallest  of  those  operated  by 
the  Standard  Oil  Company,  and  for  the  most  part  su{)plies  only  its 
inmiediate  vicinity. 

The  oil  produced  by  the  Cleveland  and  Lima  refineries  is  chiefly 
marketed  in  Ohio,  though  some  parts  of  eastern  Indiana,  eastern 
Michigan,  and  eastern  Kentucky  are  ([uite  regularly  supplied  by 
these  refineri(»s. 

The  territory  of  the  Parkersburg  refinery  includes  most  of  West 
Virginia,  part  of  Virginia,  and  eastern  Kentucky.  According  to  the 
map  fiirnish(Hl  h\'  the  Stmdard  Oil  Company,  Louisville  and  central 
Kentucky  an*  included  in  this  area,  but  this  section  also  receives  oil 
from  Lima,  and  more  extensively  from  Whiting. 

T\w  area  supplied  by  the  Whiting  refinery  is  enormous.  Tp  to 
within  a  few  years,  in  fact,  this  refinery  shipped  oil  over  almost  all  of 
the  liiit^Hl  States  west  of  Ohio,  the  small  refineries  in  Colonido  and 
at  Corsica na.  Tex.,  ixMiig  the  only  local  plants  which  then  contributed 
to  the  supply  of  this  territory.  It  is  not  known  to  what  extent  at 
that  tiini*  the  Standard's  refineries  east  of  Whiting  shipped  into  the 
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West  or  into  the  South,  but  it  is  virtually  certain  that  the  Whiting 
refinery  has  for  ten  yeai*s  or  more  shipped  more  oil  into  these  sections 
than  all  other  plants  combined.  Within  recent  years  the  establishment 
of  refineries  in  Kansas  and  California  and  of  an  additional  refinery  in 
Texas  has  materially  reduced  the  area  supplied  by  the  Whiting  refinery, 
but  the  population  supplied  from  Whiting  has  been  reduced  much  less 
than  the  area.  In  1904  the  W^hiting  refinery  covered  most  of  Michigan, 
the  southwestern  part  of  Ohio,  most  of  Indiana,  half  of  Kentucky, 
the  western  part  of  South  Carolina,  the  larger  part  of  Georgia,  and 
the  larger  part  of  the  territory  west  from  a  line  thus  roughly  indicate 
as  far  as  the  Rocky  Mountains. 

The  territory  supplied  by  the  Neodesha  and  Sugar  Creek  refineries 
during  1904  was  a  sort  of  island  in  the  great  area  covered  by  Whiting, 
including,  at  thfe  close  of  the  year,  Kansas,  western  Missouri  and 
southwestern  Iowa,  and  Nebraska.  There  were  also  small  shipments 
into  adjacent  States.     This  territory  has  since  been  much  enlarged. 

The  two  Texas  refineries  affiliated  with  the  Standard  Oil  Company 
apparently  supply  the  larger  part  of  the  oil  marketed  by  Standard 
agencies  in  that  great  State.  At  the  present  time  shipments  are  also 
made  from  these  refineries  into  Oklahoma,  Indian  Territory,  Louisiana, 
Mississippi,  Alabama,  Georgia,  Florida,  and,  to  some  extent,  even  to 
more  distant  States.  The  greater  part  of  the  oil  consumed  in  these 
^last-mentioned  States  and  Territories,  however,  was  still  supplied  from 
Whiting  in  1904.  On  the  map  the  area  now  partly  supplied  from  the 
Texas  refineries  has  been  included  with  that  of  Whiting,  no  clear  line 
of  distinction  being  possible,  especially  as  Texas  oil  is  often  mixed 
with  that  fro!u  the  North. 

The  Colorado  refineries,  although  small,  supply  a  large  area  in  the 
thinlv  settled  mountain  country,  including  most  of  Colorado,  Utah, 
and  Wyoming,  and  considerable  parts  of  New  Mexico,  Montana,  and 
Idaho. 

The  remainder  of  the  w^estern  States,  including  the  entire  Pacific 
coast,  is  now  supplied  with  refined  oil  by  the  Standard  Oil  Company 
almost  whollv  from  its  refinery  near  San  Francisco.  California  pro- 
duces only  a  limited  quantity  of  naphtha,  so  that  considerable  ship- 
ments of  that  commodity  are  still  made  into  California  fr«m  the  east- 
ern refineries.  Some  eastern  oils  (fancy  brands)  are  also  still  shipped 
to  the  Pacific  coast,  but  the  movement  is  small.  Formerly,  however, 
this  territory  was  all  supplied  from  Whiting  or  more  eastern  plants. 

Section  11.  Location  of  competing  refineries. 

Relative  importance  of  the  Standard  Oil  Company's  comi»et- 
iTORs.  — In  order  to  understand  the  relative  position  of  the  Standard 
Oil  Company  and   its  competitors  with  respect  to  transportation,  it 
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miist  !>e  noted  in  the  first  place  that  the  competing  refineries  are  all 
relative!}'  small.  The  Standard  Oil  Company  produces  from  80  to  90 
per  cent  of  the  illmninatingoil  made  in  the  United  States,  and  supplies 
nearly,  if  not  quite,  as  large,  a  percentage  of  the  refined  oil  consumed 
here.  The  comparatively  small  amount  of  oil  remaining  is  not  pro- 
duced by  two  or  three  large  and  powerful  competitors,  but  is  dis- 
tributed among  a  large  number  of  small  concerns.  Disregarding  the 
refineries  in  California  producing  asphalt  rather  than  refined  oil,  and  also 
disregarding  mere  compounding  works,  there  are  about  60  refineries, 
worthy  of  the  name,  in  the  United  States  outside  of  the  Standard  Oil 
Company.  The  largest  independent  refineries  in  the  Northern  States, 
such  as  that  of  the  Pure  Oil  Company  at  Philadelphia,  have  a  capacity 
scarcely  greater  than  that  of  the  smallest  of  the  Standard  Oil  Com- 
pany's refineries,  and  not  over  one-twentieth  as  great  as  the  Stand- 
ard's refinery  at  Whiting.  The  Gulf  Refining  Company's  plant  in 
Texas  is  larger  than  that  of  the'  Pure  Oil  Compan3\  but  probably 
produces  less  refined  oil  on  account  of  the  inferiority  of  Texas  crude. 

In  the  second  place,  it  must  l>e  remembered  that  these  competing 
refineries  are  separate  concerns.  With  one  or  two  exceptions,  no 
petroleum-refining  company  or  firm  outside  of  the  Standard  Oil  Com- 
pany Operates  more  than  a  single  refinery.  The  im|>ortance  of  this 
fact  in  its  relation  to  the  ability  of  the  independent  refineries  to  com- 
pete with  the  Standard  Oil  Company  is  more  fully  set  forth  elsewhere. 
(See  sec.  12.) 

Geographical  distuibution  of  competinc;  refineries. —The  list 
l)elow  shows  the  location  of  the  principal  independent  or  competing 
refineries  producing  illuminating  oil  in  considerable  quantities  in  IW4. 
A  map  is  presented,  showing  the  Northeastern  States,  in  which  most 
of  the  competing  refineries  arc  situated.  The  general  location  of  the 
other  refineries  is  apparent  from  the  list.  It  will  })e  noted  that  in 
11^04  there  was  but  one  independent  refinery  in  operation  north  of 
Texas  between  Ohio  and  the  Pacific  coast.  No  pii>e  lines  are  shown 
on  this  map.  It  would  be  hopeless  to  attempt  to  show  the  local  pipe 
lines  within  the  oil  fields,  and  the  single  seal>oanl  pipt^  line  operated 
by  independent  inten^sts  is  of  a  peculiar  character,  requiring  special 
explanation. 

The  most  striking  fact  })rought  out  by  this  map  and  list  is  that  the 
independent  refineries  are  nearly  all  situated  in^  or  very  near  the  oil 
fields.  There  are  only  four  indejK»ndent  refineries  on  the  Atlantic 
seaboard,  those  of  the  Pure  Oil  Company  and  Siui  Company  near 
Philadelphia  and  the  Cohnn})ia  Oil  Company  and  Valvoline  Oil  Com- 
pany at  New  York  Harbor.  The  Pur<»  Oil  Company  plant  began 
operations  only  in  the  latter  part  of  li»o4,  an<l  the  others  are  cjuite 
small. 
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The  great  centers  of  the  competitive  oil-refining  interests  are  in 
western  and  northwestern  Pennsylvania  and  at  Toledo  and  Findlay, 
Ohio.  The  independent  refiners  in  western  Pennsylvania  use 
Appalachian  crude  oil  exclusively.  The  small  refineries  at  Cleveland 
and  Marietta,  Ohio,  also  use  Pennsylvania  oil,  but  those  at  Toledo  and 
Findlay  use  Lima  oil. 

The  competing  refineries  of  the  West  and  the  South  have  as  yet  very 
restricted  markets  for  their  oil,  and  are  of  much  less  importance  in  the 
discussion  of  transportation.  Thus  the  refinery  at  Humboldt,  Kans., 
which  was  in  1904  the  only  independent  plant  in  that  field,  is  so 
small  that  its  output  is  naturally  confined  to  a  very  limited  terri- 
tory. Other  refineries  are,  however,  being  established,  and  the  ques- 
tion of  freight  rates  from  the  Kansas  field  will  become  of  increasing 
importance.  The  large  refineries  of  the  Gulf  Refining  Company  and 
the  Texas  Company  in  southeastern  Texas  find  their  markets  chiefly  in 
Texas,  Louisiana,  and  foreign  countries,  though  the  Gulf  Company  has 
recently  begun  the  distribution  of  oil  from  Bayonne,  N.  J.,  and  from 
Beverly,  Mass.,  near  Boston,  delivering  it  to  those  places  by  tank 
steamer. 

The  independent  refineries  in  California  are  mostly  very  small,  and  a 
large  proportion  are  found  in  the  vicinity  of  Los  Angeles.  A  large 
number  of  the  refineries  in  California  do  not  make  any  point  of  pro- 
ducing illuminating  oil,  but  operate  chiefly  for  asphalt.  None  of  these 
refineries  attempts  to  do  any  important  business  outside  of  California. 
Indeed,  their  markets  are  mostly  confined  to  the  southern  part  of 
California. 

The  following  is  a  list  of  the  leading  independent  refineries  of  the 
United  States  making  illuminating  oil  in  1904.  A  few  small  concerns, 
each  refining  less  than  10,000  barrels  of  crude  per  year,  have  been 
omitted.  There  are  also  many  establishments  which  do  not  handle 
crude  oil,  but  are  chiefly  engaged  in  compounding  lubricating  oils.  A 
aumber  of  refineries  were  opened  in  1905,  especially  in  Kansas,  Indian 
Territory,  Texas,  and  California,  but  with  one  or  two  exceptions  these 
are  of  little  importance.^  It  should  be  added  that  doubts  are  expressed 
in  some  quarters  as  to  how  far  a  few  of  the  concerns  in  this  list  are 
actually  genuine  competitors  of  the  Standard. 


"The  following  independent  refineries  lx*);an  opemtions  in  UH)5  or  \S)06  in  the 
Kansas- Territory  field:  Muskogee  Oil  Refining  Comj>any,  Muskogee,  Ind.  T. ;  Uncle 
Sam  Oil  Company,  Cherry  vale,  Kans.;  Paola  Refining  Company,  Paola,  Kan?. ; 
Superior  Refining  Company,  Longton,  Kans.;  Sunflower  Oil  Cou^pany,  Niotaze, 
Kans.;  Rollin  Refining  Company,  RoUin,  Kans. 
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PENNSYLVANIA. 

Bradford: 

Emery  Manufacturing  Company. 
Bbbb  Jjobanai^tiog  Company. 

Warren  and  Strothere: 

Conewango  Refining  Company. 

Cornplanter  Refining  Company. 

Gla<le  Oil  Works. 

Seneca  Oil  Works. 

Superior  Oil  Works. 

United  Refining  Company. 

Warren  Refining  Comi)any. 

Wilburine  Oil  Works. 
Clarendon: 

Levi  Smith. 

Tiona  Refining  Company. 
Titosville: 

American  Oil  Works. 

Pennsylvania  ParaflSn  Works. 

Titusville  Oil  Works. 
Oil  City: 

Continental  Refining  Com|>any. 

Crystal  Oil  Works. 

Gennania  Refining  Company. 

Independent  Refining  Company. 

Penn  Refining  Company. 

Empire  Oil  Works. 
Emlenton: 

Emlenton  Refining  Company. 
Pittsburg,  Allegheny,  Neville  Inland,  and 
Coraopolis: 

Waverly  Oil  Works. 

A.  D.  Miller's  Sons  Company. 

Island  Petroleum  Comjmny. 

Canfield  Oil  Company. 

Lake  Carriers'  Oil  Company. 

Pittaburg  Oil  Refining  Company. 
Freedom: 

Freedom  Oil  Works. 
Washington : 

Beaver  Refining  Coni|)any. 
Marcus  Hook  (Philiulelphia): 

Pure  Oil  Company. 

Sun  Comj>any. 

NEW    YORK. 

Wellsville: 

Wellsville  Refininjr  Company. 

NEW    JER.'iEY. 

Constable  Hook: 

Columbia  Oil  Company. 
E<lge  water: 

Valvoline  Oil  Company. 

«This  company  in  March,  HHM, 


Cleveland : 
Na 


my. 


National  Refining  Company. 

Steriing  Oil  Works. 
Findlay: 

National  Refining  Company. 
Toledo: 

Paragon  Refining  Company. 

Sun  Oil  Company. 

Craig  Oil  Company. 

KANSAS. 

Humboldt: 

Webster  Refining  Company. 

TEXAS. 

Port  Arthur: 

Gulf  Refining  Company. 

Texas  Company, 
i  Houston: 

Southwestern  Oil  Company. 
'  Corsicana: 
I  Richardson-Gay  Oil  Company. 

'  CALIFORNIA. 

I  Fresno: 

I  California-Fresno  Oil  Company. 

I  Fruitvale: 

j  Pacific  States  Refineries. 

Oakland: 

Paraffin  Paint  Com|)any. 
Stockyards: 

Capitol  Refining  C^)inpany. 
Los  Angeles: 

British-Californian  Oil  Company. 
Densmore-Stabler     Refining     Com- 
•     pany. 
Hercules  Oil  Com|)any. 
LoH  Angeles  Refining  Company. 
Southern  Refining  Company. 
Union  Consolidated  Oil  Company. 
Ro<l(»o: 
1  Western  Oil,  Refining  an<l  Manufac- 

turing Comi>any. 
Chino: 

Pnente  Oil  Company. 
Santa  Panla: 

Santa  Paula  Oil  Comiwny. 
Ohisp<»: 

Sunset  Oil  an<l  Refining  Company. 
;  Oleum: 
I  Union  Oil  Company  <»f  California/* 

ceaaeil  to  maVe  \\\v\\\\\\\«>W\\%  <^>A. 
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Section  12.  Natural  advantages  of  the  Standard  Oil  Company  in  transpor- 
tation. 

Advantages  due  to  geographical  distribution  of  refineries. — 
The  great  advantages  which  the  Standard  Oil  Company  enjoys  over 
its  competitors  with  respect  to  transportation  are  undoubtedly  in  part 
the  direct  outgrowth  of  the  enormous  scale  on  which  it  conducts  busi- 
ness and  of  the  favorable  location  of  its  refineries.  They  are  in  some 
degree,  at  least,  natural  advantages.  Disregarding  the  question  of  the 
origin  of  the  power  of  the  Standard  Oil  Company,  and  considering  only 
its  present  position,  the  advantages  which  it  possesses  with  respect 
to  transportation  are  certainly  in  part  independent  of  any  present 
discriminations  from  railroad  companies. 

In  the  first  place,  the  fact  that  the  Standard  Oil  Company  has  num- 
erous refineries  gives  it  a  marked  advantage  over  the  competitor  who 
jhas  only  one.  Even  were  it  not  for  the  transportation  of  crude  oil  by 
trunk  pipe  lines  to  long  distances,  and  if  the  refineries  were  all  in  or 
near  the  oil  fields,  by  having  several  refineries  the  Standard  Oil  Com- 
pany would  still  be  nearer  to  many  markets  than  its  competitors. 
Thus,  by  operating  refineries  in  the  oil  fields  of  Pennsylvania,  Ohio, 
Texas,  Kansas,  Colorado,  and  California,  it  could  supply  each  section 
'of  the  country  from  the  nearest  plant,  and  could  save  nmch  in  the  cost 
of  transportation  as  compared  with  a  refiner  restricted  to  a  single  dis- 
^tributing  point. 

Advantages  due  to  pipe-line  transportation. — This  advantage 
of  location  is,  however,  very  greatl}"  increased  by  the  use  of  trunk  pipe 
lines  to  transport  crude  oil  to  refineries  nmch  nearer  to  great  centers 
of  consumption  than  the  oil  fields  themselves.  The  Standard  operates 
enormous  refineries  at  the  seaboard.  These  are  nmch  nearer  to  sev- 
eral great  centers  of  population  than'  the  majority  of  competing  refin- 
eries, and  they  also  offer  the  advantage  of  water  transportation  to  a 
large  area.  Similarly,  the  Standard's  great  refinery  at  Whiting  is  sev- 
eral hundred  miles  nearer  to  the  markets  of  the  West  than  most  of 
the  independent  refineries. 

The  advantage  of  the  location  of  the  seaboard  refineries,  and  of  the 
Whiting  refinery,  grows  out  of  the  fact  that  the  cost  of  pipe-line 
transportation  to  them  from  the  oil  fields  is  much  less  than  the  cost  of 
mil  transportation  which  the  competitors  have  for  the  most  part  to  pa}' 
in  order  to  reach  the  same  points.  The  Bureau  of  Corporations 
has  not  secured  exact  information  as  to  the  cost  to  the  Standard  Oil 
Company  of  transporting  oil  through  its  great  trunk  pipe  lines.  The 
reports  of  the  Prairie  Oil  and  Gas  Company,  which  is  controlled  by 
the  Stiindard,  show,  however,  thatthe  operating  expense  of  transport- 
ing crude  oil  through  the  trunk  pipe  line  from  Humboldt,  Kans.,  to 


ADVANTAGES    OF   STANDARD    OIL    COMPANY.  61 

Sugar  Creek,  Mo.,  a  distance  of  about  117  miles,  is  less  than  1  cent  per 
barrel  of  42  gallons,  and  it  is  highly  probable  that  the  operating 
expense  does  not  increase  proportionately  with  an  increase  of  distance. 
Even  supposing  expense  to  increase  proportionately  with  distance,  the 
operating  cost  of  transporting  oil  from  the  Appalachian  oil  fields  to 
New  York  Harbor,  an  average  distance  of  about  300  miles,  would  still 
be  less  than  3  cents  per  barrel,  if  the  figures  of  the  Prairie  Oil  and 
Gas  Company  may  be  taken  as  typical.  The  cost  of  transporting 
crude  oil  through  the  trunk  pipe  line  from  the  Lima  field  to  Whiting, 
which  is  an  average  distance  of  about  200  miles,  would  be  still  less. 

The  operating  expense  of  a  pipe  line,  however,  is  a  less  imix)rtant 
element  ii\  cost  than  interest  and  depreciation  on  the  investment. 
Depreciation  is  exceedingly  difficult  to  compute.  Its  amount  depends 
very  largely  on  the  amount  of  current  expenditure  for  repairs.  It 
appears  to  be  the  geneml  policy  of  the  Standard  Oil  Company  to  keep 
its  pipe  lines  in  a  high  state  of  efficiency  by  repairs  and  renewals  paid 
out  of  operating  expenses,  so  that  its  depreciation  charges  Would  tend 
to  be  low.  A  further  important  element  in  depreciation  is  the  length 
of  time  during  which  a  given  oil  field  continues  productive  and  con- 
tinues to  furnish  traffic  to  the  pipe  line.  If  an  oil  field  is  entirely 
exhausted  in  a  few  years,  the  value  of  the  pipe  line  is  reduced  to  zero, 
except  so  far  as  the  pipes  and  apparatus  can  be  removed  and  used 
elsewhere.  This  factor  in  depreciation  is  of  much  importance  with 
respect  to  local  pipe  lines  collecting  crude  oil  from  the  wells.  It  may 
become  of  great  importance  in  connection  with  the  transportation  of 
Kansas,  Texas,  and  California  oil.  It  is  not,  however,  of  great  sig- 
nificance with  respect  to  trunk  pipe  lines  from  the  Lima  and  Pennsyl- 
vania fields,  for  these  pipe  lines  have  already  been  in  use  many  years, 
and  the  prospect  is  that  they  will  continue  to  be  used  to  nearly  their 
full  capacity  for  many  years  to  come. 

In  view  of  these  circumstances  it  is  probably  a  liberal  estimate  to 
allow  5  per  cent  on  the  investment  for  depreciation  on  the  Standard's 
trunk  pipe  lines  from  the  eastern  fields.  A  further  allowance  of  5  per 
cent  may  l)e  made  for  interest  on  the  investment  in  computing  a  fair 
cost  of  transf)ortation. 

An  allowance  of  5  per  cent  for  depreciation  and  5  per  cent  for  inter- 
est upon  the  actual  investment  of  the  Prairie  Oil  and  Gas  Company 
in  its  pipe  line  from  Huml)oldt  to  Sugar  Creek  is  equal  to  about  3J 
cents  per  barrel  of  crude  oil  (42  gallons)  transported  during  the  first 
five  months  of  1905.  But  the  pipe  line  does  not  seem  to  have  been 
used  during  this  period  to  more  than  about  half  its  full  capacity;  and 
itti  capacity  has  since  been  increased  more  than  one-half  at  a  much 
less  than  proportional  increase  of  investment.  Even  if  the  line  is 
operated  at  considerably  l(\ss  than  its  full  capacity,  therefore,  2  cents 
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per  barrel  is  a  suflScient  allowance  for  interest  and  depreciation,  pro- 
vided, of  course,  that  the  oil  fields  continue  to  produce  largely  for  a 
long  period.  As  this  computation  is  intended  merely  as  a  basis  for 
estimating  the  cost  of  piping  oil  in  the  eastern  fields,  the  question  of 
duration  may  be  disregarded.  Assuming  that  the  cost  of  trunk  pipe 
lines  from  the  Lima  and  Appalachian  fields  has  been  the  same  per 
mile  as  the  cost  of  the  Humboldt- Kansas  City  line,  an  allowance  for 
depreciation  and  interest  on  investment  of  6  cents  per  barrel  of  crude 
oil  transported  would  be  sufficient  in  the  case  of  the  carriage  of  oil 
from  the  Appalachian  field  to  the  seaboard  and  still  less  in  the  case  of 
its  carriage  from  the  Lima  field  to  Whiting. 

A  liberal  allowance  for  the  entire  cost  of  transporting  crude  oil  by 
trunk  pipe  line  from  the  Appalachian  field  to  the  Atlantic  seaboard 
would  not  exceed  10  cents  per  barrel  of  42  gallons,  or  about  one- 
fourth  of  a  cent  per  gallon.  It  is  quite  likely  that  the  cost  is  less  than  8 
cents  per  barrel,  or  about  one-fifth  of  a  cent  per  gallon.  The  cost  of 
piping  from  the  Lima  field  to  Whiting  can  scarcely  exceed  6  or  7  cents 
per  barrel,  or  one-seventh  to  one-sixth  of  a  cent  per  gallon. 

This  estimated  cost  of  transportation  by  pipe  line  is  only  about  one- 
fourth  the  cost  of  rail  transportation  from  the  refineries  of  the  inde- 
pendent concerns  in  these  two  oil  fields  to  the  seaboard  and  to  Chicago 
respectively.  The  freight  rate  from  western  Pennsylvania  refineries 
to  New  York  Harbor  is  almost  exactly  1  cent  per  gallon,  and  to 
Chicago  about  li  cents.  The  freight  rate  from  Toledo,  the  farthest 
west  of  the  important  independent  refining  points,  to  Chicago  is  about 
three-fourths  of  a  cent  per  gallon.  The  effect  of  the  relations  of 
freight  rates  to  the  cost  of  pipe-line  transportation  is  more  fully  dis- 
cussed in  chapters  on  particular  sections  of  the  country. 

The  advantage  which  the  Standard  Oil  Company  possesses,  by  reason 
of  its  pmctice  of  transporting  crude  oil  from  the  field  to  distant 
refineries  by  means  of  pipe  lines,  may  be  considered  in  part  a  natural 
advantage  due  to  its  enormous  capital;  but  the  fact  that  the  compet- 
itors of  the  Standard  do  not  avail  themselves  of  similar  advantages  is 
itself  in  part  attributable  to  the  competitive  methods  of  the  Standard 
and  the  policy  of  the  railroads. 

IV.  DISCRIMINATION  BETWEEN  STANDARD   AND  COMPETITIVE 

SHIPPING  POINTS. 

Section  13.  Adoption  of  the  policy  of  discrimination  between  places,  and 

its  general  significance. 

In  the  days  before  the  passage  of  the  Interstate  Commerce  Act  the 

Standard  could,  and  did,  secure  advantages  over  its  competitoi*s  by 

actually  direct  discriminations.     It  got  lower  rates  than  independent 
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refiners  on  shipments  from  the  same  points  of  origin  to  the  same  des- 
tinations. These  direct  discriminations  were  usually  brought  about 
by  the  payment  of  rebates.  The  Interstate  Commerce  Act  settled  the 
illegality  of  such  direct  discriminations  in  respect  to  interstate  busi- 
ness; in  many  States,  also,  legislation  has  made  them  unquestionably 
illegal  on  intrastate  business.  But  the  Standard  could  secure  similar 
great  advantages  by  obtaining  rates  from  the  point^^  where  it  alone 
made  shipments  relatively  much  lower  than  those  from  the  shipping 
points  of  its  competitors. 

The  success  of  this  polic\'  of  discrimination  between  points  of  ship- 
ment is  dependent  largely  upon  the  fact  that  a  great  proportion  of  the 
traffic  of  the  Standard  Oil  Company  originates  at  places  where  inde- 
pendent refiners  have  no  plants  or  only  unimportant  plants.  It  has 
been  seen  that  it  supplies  more  than  seven-tenths  of  the  oil  which  it 
distributes  in  the  United  States  from  its  great  refineries  at  the  seaboard 
and  near  Whiting,  and  that  there  are  few  competitive  oil  shippers  at 
the  seaboard,  and  none  in  the  viciuit}'  of  Whiting.  The  Standard  Oil 
Company  has  dismantled  many  refineries  which  it  formerly  operated 
in  the  oil  regions  of  Pennsylvania  and  Ohio,  and  has  not  materially 
increased  the  output  of  some  of  the  others  in  the  same  territory. 

Where  a  refinery  of  the  Standard  Oil  Company  is  decidedly  nearer 
to  a  given  market  than  the  refineries  of  its  competitors,  the  foraier 
may  ordinarily  be  expected  to  get  lower  rates.  The  Standard,  in  that 
case,  has  an  advantage  even  though  the  railroads  do  not  depart  from 
the  general  principles  of  nite-making.  For  example,  on  shipments 
directly  west  from  Whiting  the  Standard  Oil  Company  has  a  natural 
advantage  over  its  leading  competitors,  the  nearest  of  which  are  at 
Toledo.  Although  even  in  such  cases  the  Standard  may  demand  rates 
even  more  favorable  than  its  location  would  justify,  it  has  less  motive 
for  demanding  specially  discriminating  rates  than  where  the  Standard 
.shipping  point  has  no  such  geographical  advantage,  or  has  little  such 
advantage,  or  even  a  normal  disadvantage.  For  instance.  Whiting  is 
no  nearer  to  the  South  Centnil  States  than  Toledo  or  Cleveland,  and  in 
order  to  gain  the  advantage  which  it  desires  the  Standard  Oil  Company 
has  seirured  extraordinarily  discriminatory  rates  into  that  territory. 

Precisely  because  there  are  territories  with  respect  to  which  the 
Standard  Oil  Compan}-  has  a  natural  geographical  superiority,  the 
company  is  oftt^n  in  a  position  to  l)ring  great  pressure  to  l)ear  ui>on 
the  railroads  to  favor  it  with  low  rates  into  territories  in  which  it  has 
no  normal  advantage.  It  can,  for  example,  say  to  a  railroad:  If  you 
will  give  us  low  rates  from  Whiting  to  the  South  and  Southwest,  we 
wmII  offer  you  large  trattic  from  Whiting  to  the  West;  if  you  do 
not,  we  will  divert  our  western  shipments  as  much  as  jx)ssible  to  com- 
peting railroads.  Officers  of  railroad  companies  have,  in  several 
instances,  admitted  to  the  Bureau  of  Corporations  that  tlw  ywIv^^  ^V^v:^ 
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the}^  have  given  to  the  Standard  Oil  Company  on  shipments  to  certain 
points  have  been  almost,  if  not  quite,  unremunerative,  and  that  such 
low  rates  would  not  have  been  made  except  as  a  condition  of  obtaining 
more  profitable  tmffic  elsewhere.  The  location  of  the  Standard  Oil 
Company's  refineries  in  relation  to  many  leading  railroad  s^'stems  is 
such  that  pressure  of  this  sort  can  be  exercised  very  extensively. 

It  makes  a  considerable  difference  whether  a  discrimination  between 
shipping  points  is  made  by  a  single  railroad  company  or  by  two  sep- 
arate railroads.     This  point  may  be  illustrated  b}^  a  diagram: 


Suppose  A  to  be  a  refining  point  of  the  Standard  Oil  Company,  B 
a^competing  refining  point,  and  C  a  market  about  equall}'  distant  from 
each  refinery.  If,  now,  a  single  i*ailroad  reaches  all  three  of  these 
points,  and  if  that  railroad  makes  a  materially  lower  rate  from  A  to  C 
than  from  B  to  C,  the  discrimination  is  clear  and  obvious.  It  could 
arise  only  from  an  unfair  motive. 

But  if  the  railroad  from  A  to  C  is  different  from  the  railroad  from 
B  to  C,  there  might  be  a  material  difference  in  the  two  rates  without 
any  conscious  purpose  on  the  part  of  either  railroad  to  unfairly  favor 
the  Standard  Oil  Company.  If  neither  railroad  were  influenced  in  it*> 
policy  by  shipments  other  than  those  from  A  and  B,  respectively,  to 
C,  there  would,  at  least  ordinarily,  be  no  other  motive  which  could 
lead  it  to  discriminate  in  favor  of  the  Standard. 

But,  as  has  just  been  stjited,  an  unfair  motive  may  arise  on  the  part 
of  either  railroad  if  it  handles  traftic  for  the  Standard  to  other  less 
competitive  points.  Such  a  motive  may  exist  on  the  part  of  both  of 
the  railroads  in  the  illustration  given.  For  instance,  it  would  tend  to 
show  thaLthe  railroad  from  the  Standard  shipping  point  A  was  deliber- 
ately discriminating  in  favor  of  the  Standard  Oil  C'ompany,  if  it  were 
found  that  the  rate  from  A  to  C  was  relatively  much  lower  than  the  rate 
made  by  the  same  railroad  from  A  to  D,  a  point  with  respect  to  which 
the  Standard  had  a  natural  advantage  by  reason  of  its  location.  It 
would  also  tend  to  show  that  the  railroad  from  B  to  C  had  been  actuated 
by  an  unfair  motive  in  fixing  a  high  rate  on  the  oil  shipped  b}'  the 
Stiindard's  competitor,  if  it  were  found  that  the  same  railroad  had  a 
relatively  much  lower  rate  from  E,  another  shipping  point  of  the 
Standard  Oil  Company  on  its  tracks,  to  C,  or  even,  provided  it  did  not 
reach  C  from  E,  a  much  lower  rate  from  E  to  F,  an  entirely  different 
nmrket. 


DISCRIMINATION    BETWEEN    SHIPPINC4    POINTS.  65 

As  a  matter  of  fact,  both  of  the  sets  of  conditions  illustrated  by  the 
above  hypothesis  exist  frequently  in  the  making  of  oil  mtes.  Some- 
times a  single  railroad  makes  a  discrimination  between  Standard  and 
independent  shipping  points;  thus  the  Michigan  Central  Railroad  has 
until  recently  made  relatively  lower  mtes  from  Whiting  than  from 
Toledo  to  points  in  Michigjin.  In  other  cases  the  discrimination  is  by 
two  railroads;  thus  the  railroads  which  make  low  rates  from  Whiting 
to  t2ast  St.  Ijouis  are  of  different  systems  from  those  which  make  high 
rates  from  Toledo  and  Cleveland  to  that  destination.  But  the  same 
railroads  which  make  the  low  rates  from  Whiting  to  East  St.  Ix>uis 
charge  much  higher  rates  for  shorter  distances  from  Whiting  to  upper 
Mississippi  River  crossings  like  Rock  Island. 

In  comparing  rates  from  the  shipping  points  of  the  Standard  Oil 
Company  with  those  from  independent  refineries  it  is  essential  to  note 
in  e4ich  case  how  far  the  rate  in  question  is  actually  used  by  the  Stand- 
ard Oil  Company.  It  appears  in  some  instances  that  the'rate  from  a 
Standard  shipping  point  to  a  given  destination  is  as  high  as,  or  even 
higher  than,  the  rate  from  a  competitive  shipping  point;  but  on  further 
examination  of  such  cases  it  is  often  found  that  the  particular  point 
or  territory  is  not  supplied  by  the  Standard  from  the  refinery  under 
comparison,  but  from  some  entirely  different  refinery  from  which  the 
rates  are  more  favorable. 

There  are  several  cases  where  the  open  rates  are  such  as  to  lead  to 
the  expectation  that  the  Standard  Oil  Compan\'  would  supply  a  given 
market  from  a  certain  refinery  which  has  no  advantage  in  rates  over 
those  of  compi^titors,  but  where  as  a  matter  of  fact  the  Standard 
brings  its  oil  from  a  different  refinery,  at  a  greater  distance,  using 
secret  rates  not  knowMi  to  the  competitors. 

As  already  suggested,  moreover,  in  comparing  rates  due  regard 
must  l>e  paid  to  the  proportion  of  the  shipments  into  a  given  territory 
which  are  made  from  the  several  refineries  of  the  Standard  Oil  Com- 
pany. It  can  afford  to  pay  the  same  high  rates  as  independent  ship- 
pers on  part  of  the  oil  shipped  to  a  given  market  if  the  larger  part 
of  its  shipments  to  that  market  are  made  on  lower  rates  from  another 
plant. 

Section  14.  Principles  for  determining  the  reasonableness  of  railroad  rates. 
Since  a  large  part  of  the  present  report  consists  of  comparisons 
between  the  rates  on  petroleum  pnKlucts  from  the  shipping  points  of 
the  Standard  OiK/ompany  and  from  the  shipping  points  of  competitors, 
it  is  essential  to  present  sonu*  g(»neral  considerations  as  to  the  proper 
IwLsis  for  criticising  rates,  to  determine  whether  the  adjustments  are 
fair  or  unfair.  The  considerations  which  may  legitimately  affect  the 
making  of  rates  are  so  complex  that  a  mere  offhand  comparison  of 
rates  may  readily  be  misleading. 
28489-06 5 
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Relation  of  distance  to  rates. — While  under  certain  conditions 
it  is  just  and  proper  that  distance  should  be  to  a  considerable  deg*-^ 
disregarded  in  the  making  of  railroad  rat^s,  it  is  ol)viousl3^  a  factor 
which  should  not  be  entirely  ignored.  In  any  given  territory  rate.^ 
from  different  shipping  points  ought  to  bear  the  same  relation  to  dis- 
tance, unless  special  and  justifiable  reasons  exist  to  the  contrary. 

Kates  are,  of  course,  never  made  in  direct  proportion  to  distance. 
The  longer  the  haul,  under  normal  conditions,  the  lower  the  rate  per 
mile.  The  rate  for  a  haul  of  'iOO  miles  is  usually  not  more  than  one 
and  one-half  times  as  great  as  the  rate  for  a  haul  of  100  miles  in  the 
same  territory.  This  principle  should  be  constantly  borne  in  mind  in 
considering  the  comparisons  of  rates  and  distances  presented  in  this 
report.  It  rests  on  two  main  grounds-first,  the  actual  cost  of  handling 
the  business  is  relatively  greater  on  short  than  on  long  hauls,  because 
the  expenses  of  originating  and  terminating  the  shipment  and  of  the 
accounting  in  connection  with  it,  which  are  often  very  important  items, 
are  usually  al)out  as  great  for  a  short  haul  as  for  a  long  one;  in  the 
second  place,  relativ^ely  lower  rates  must  often  be  made  for  long  hauls 
in  order  to  move  the  business  at  all. 

local  fifth-class  rates  adopted  by  the  central  frekjht  association. 
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As  an  illustration  of  this  principle,  the  accompanying  table  and 
diagram  show  for  each  25  miles  of  distance  the  local  tifth-class  rates 
adopted  by  the  Central  Freight  Association,  which  includes  the  rail- 
ways in  the  territory  north  of  the  Ohio  River  from  Hutialo  and  Pitts- 
burg to  Chicago  and  St.  Louis.  This  distance  table  is  not  followed 
by  the  railroads  absolutely  in  all  cases,  even  in  making  class  rates, 
but  is  intended  to  be  ap])lied  to  local  business  unlr.-^s  there  is  some 
siKK'ial  reason  for  departing  from  it.  It  will  be  observed  that  the 
rate  per  hundred  pomuls  increases  nuich  less  rapidly  than  the  distance; 
while  the  di.stance  is  multiplied  by  twenty,  the  rate  is  multiplied  by 
al)out  three.  The  rate  per  ton  ])er  mile  diminishes  very  rapidly  with 
t/jc  increase  of  distance  foi'  the  tirst  hundred  miles,  and  even  bevond 
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200  miles  the  rate  per  ton  per  mile  diminishes  considerably  for  each 
increase  of  25  miles.  For  a  distance  of  25  miles  the  rate  equals  4.4 
cents  per  ton  per  mile;  for  a  distance  of  525  miles  it  is  only  0.61)  cent. 
The  terminal  and  accounting  expenses  may,  perhaps,  be  assumed  to  be 
a  little  more  than  covered  b}'  the  mininmm  charge.  Under  the  Cen- 
tral Freight  Association  scale  the  rate  for  a  disUmce  of  5  miles  or  less 
is  4  cents  per  hundred  pounds;  if  this  amount  be  subtracted  from 
each  of  the  rates  shown  in  the  table  the  remaining  portions  of  the 
rates,  representing  essentially  the  compensation  for  carriage  proper, 
will  be  much  more  nearly  proportional  to  the  distance. 

In  comparing  different  rates  on  the  basis  of  distance  due  regard 
must  be  given  to  differences  in  the  volume  of  traffic.  Rates  are  nat- 
urally higher  in  a  sparsely  populated  territory,  where  general  traflSc 
is  light,  than  in  a  territory  of  dense  population  and  heavy  traffic.  This 
principle  does  not  mean,  however,  that  the  large  shipper  should  be 
given  a  lower  rate  than  the  small  shipper  because  of  the  large  volume 
of  business  which  he  offers. 

Again,  in  comparing  rates  from  different  shipping  points  account 
must  naturally  be  taken  of  differences  in  the  cost  of  service  due  to 
dissimilarity  in  conditions.  Here  again,  however,  public  policy  will 
not  justify  the  giving  of  lower  rates  to  the  large  shipi^er,  even  if  it 
costs  perhaps  a  trifle  less  per  unit  to  handle  his  shipments  than  those 
of  a  competitor. 

An  important  exception  to  the  principle  of  fixing  rates  with  refer- 
ence to  distance — an  exception  which  has  been  recognized  by  law  as  an 
economic  necessity — arises  where  rail  carriers  come  into  competition 
with  water  carriers.  The  law  pc^rmits  the  railroads  to  make  lower  rates 
for  longer  hauls  than  for  short<?r  hauls  (the  sliort  haul  being  included 
in  the  long  haul  and  in  the  same  direction),  when  necessary  to  ena})le 
them  to  meet  water  competition.  The  argument  of  water  competition 
is,  however,  sometimes  used  to  justify  low  rates  to  points  where  there 
is  actually  no  water  competition.  Competition  l)etween  railroads 
themselves,  where  there  is  no  water  route,  is  also  held  to  justifj' 
charging  leas  for  the  longer  haul  than  for  the  shorter  included  haul. 

The  modifications  of  the  principle  of  distance  in  rate-making  which 
have  so  far  been  miMitioned  aregen<»ral  in  character,  and  usually  applv 
alike  with  resptut  to  all  kinds  of  commodities.  Class  rates  are 
adjusted  mainly  on  the  })asis  of  distance  as  modified  by  these  general 
conditions.  A  more  important  modification  of  the  distance  principle 
arises,  however,  in  actual  practice,  where  rates  on  special  commodities 
must  Ik?  adjusted  to  meet  particular  market  conditions.  This  is  tlie 
principle  of  the  conunodity  rate.  Its  purpose  is  to  enable  j)ro(lucers 
in  different  territories  to  c(»nipete  with  some  degree  of  e<|uality  in  the 
leading  markets.  Such  "commodity  rates"  aj)ply  on  a  very  large  pro- 
|)ortion  of  the  railroad  tonnage. 
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This  principle  of  the  commodity  rate  doubtless  justifies,  at  least  in 
part,  some  of  the  disparities  between  the  rates  on  oil  in  relation  to  dis- 
tance. But  it  is  a  poor  rule  that  does  not  work  both  ways.  If,  on  the 
principle  of  the  equalization  of  competitive  conditions,  rates  from  a 
Standard  shipping  point  to  a  given  territory  are  made  relatively  lower 
than  the  rates  from  a  competing  refinery  which  is  nearer  to  that  terri- 
tory, then  the  competitor  should  be  given  relatively  lower  rates  to 
other  markets  which  are  farther  from  his  shipping  point  than  from 
that  of  the  Standard  Oil  Company. 

For  the  reasons  above  stated,  in  making  comparisons  of  rates  in 
connection  with  distances,  conclusions  should  not  be  drawn  from  iso- 
lated instances,  nor  from  a  limited  number  of  instances.  But  if  a  large 
number  of  cases  covering  all  the  leading  sections  of  the  country  be 
taken,  and  if  it  be  found  that  the^rates  from  the  shipping  points  of  the 
Standard  Oil  Company  are,  in  many  instances,  decidedly  lower,  in 
proportion  to  distance,  than  the  rates  from  independent  shipping 
points,  while  in  few  if  any  instances  the  rates  from  independent  ship- 
ping points  are  relatively  lower  than  from  Standard  shipping  points, 
it  must  be  concluded  that  the  railroads  are  discriminating  in  favor  of 
the  Standard.  Such  uniform  one-sidedness  in  the  adjustment  of  rates 
could  not  be  attributed  to  the  operation  of  any  one  or  all  of  the  prin- 
ciples which  justif}'  departure  from  the  general  basis  of  distance. 

Class  rates  as  a  basis  of  compakisox. — As  has  just  been  sug- 
gested, all  the  considerations  which  may  properly  lead  to  departure 
from  the  distance  basis  apply  to  class  rates,  except  the  consideration 
of  equalizing  market  conditions.  To  be  sure,  water  competition  may 
sometimes  att'ect  rates  on  certiiin  special  commodities  without  afl'ecting 
those  on  the  classes  in  general.  But  this  is  not  usually  true.  If, 
therefore,  the  rates  on  oil  be  compared  with  class  rates  between  the 
same  points,  the  etfect  of  considerations  other  than  the  equalization  of 
market  conditions  is  largely  eliminated,  and  attention  may  be  centered 
on  the  one  (piestion,  how  far  the  principle  of  equalizing  competition 
justifies  the  relations  found  to  exist  between  the  rates  from  the  Stand- 
ard's shipping  points  and  those  from  competing  retinerios.  The  pres- 
ent report,  therefore,  contains  manv  ta))les  comparing  the  rates  on  oil 
from  Standard  and  from  independent  shipping  points  on  the  ])asis  of 
the  class  rates  from  the  same  places  to  the  same  destinations.  The 
comparison  in  the  territory  covered  l)V  the  OfHcial  ClassiHcation  is 
made  on  the  basis  of  the  fifth-class  rates,  which  are  the  nearest  to 
the  oil  rates  charged  to  independent  refiners.  In  the.  territory  of  the 
Western  Classification  the  comparison  is  also  in  some  cases  on  the  basis 
of  the  fifth-class  rates,  which  are  very  often  applied  on  oil  or  are 
nearest  to  oil  rates,  though  in  the  Southwest  comparison  is  in  many 
cases  mad(^  with  much  lower  lettered  classes,  the  rates  on  which  cor- 
rasj)<)nd  n)ore  closely  with  the  conmiodity  oil  rates  which  apply  to 
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much  of  this  territory.  In  the  territory  of  the  Southern  Classification 
the  comparison  is  on  the  basis  of  the  sixth- class  rates,  which  are  them- 
selves sometimes  directly  applied  on  oil,  and  which  are  the  nearest  to 
the  commodity'  rates  charged  to  independent  refiners. 

In  considering  such  comparisons  it  must  constantU'  be  borne  in 
mind  that  so  far  as  shipments  to  any  single  market  are  concerned  the 
principle  of  the  commodity  rate  may  sometimes  fairly  justify  a  rate 
lower,  as  compared  with  the  class  rate,  from  the  Standard  shipping 
point  than  from  the  competitive  shipping  point.  It  is  not  to  be 
assumed  that  oil  ought  always  to  be  carried  on  class  rates,  or  that  the 
oil  rates  should  always  bear  the  same  relation  to  class  rates.  But  in 
an}^  important  instance  where  there  is  a  difference  between  the  Stand- 
ard and  the  independent  shipping  point,  in  the  relation  of  the  oil  rate 
to  the  class  rate,  some  good  reason  nmst  be  made  to  appear  if  the  rates 
are  to  be  considered  fair  and  just.  If  the  comparison  of  oil  rates  with 
class  rates  for  large  numbers  of  shipping  points  and  points  of  destina- 
tion shows  quite  uniformly  that  the  rates  from  the  Standard  refineries 
are  relatively  lower,  as  compared  with  class  rates,  than  the  rates  from 
the  competing  refineries,  this  condition  musto])viously  l)e  attributed  to 
widespread  discrimination. 

The  question  is  not  merely  whether  the  independent  shipj^er  of  oil 
in  the  Northern  States,  for  example,  pays  more  than  tho  fifth-class  rate 
and  the  Standard  Oil  Company  less  than  the  tifth-class  rate,  though  as 
a  matter  of  fact  that  condition  often  appears.  The  cjuestion  is  rather 
whether  the  oil  rates  l)ear  the  same  relation  to  the  fifth-class  rate. 
Ik>th  the  Standard  and  the  independent  shipper  may  pay  less  than  the 
fifth-class  rati^  or  both  may  pay  n)ore.  but  the  ditference  between  the 
oil  rate  and  the  fifth-class  rate  may  be  more  favorable  to  the  Standard 
than  to  its  competitor. 

The  comparisons  of  oil  rates  made  by  the  Bureau  of  Corporations, 
both  on  the  basis  of  distance  and  on  the  basis  of  class  rates,  have  been 
comprehensive.  There  has  })een  no  selection  of  particular  territories 
for  consideration.  In  selecting  individual  jioints  of  shipment  or  of 
destination  for  comparison  the  only  basis  has  been  that  of  the  imj)or- 
tance  of  the  points  with  respect  to  th(»  volume  of  traftic.  The  Bureau 
has  investigated  the  rates  to  a  nuich  larger  luuuber  of  points  than 
are  covered  by  the  tables  presented  in  this  report.  For  the  sake 
of  condensation  the  less  im]K)rtant  places  have  been  omitted,  but  the 
rates  to  the  points  shown  are  closely  typical  of  the  conditions  with 
respect  to  all  points  ii)  the  territories  investigated,  and  th(vse  terri- 
tories cover  a  very  large  proportion  of  the  United  States.  In  some 
sections  where  there  is  appun^ntly  no  important  discrimination  in  rates, 
tabular  comparisons  an*  omitted,  but  the  text  aims  to  sh(»w  the  fact, 
whether  the  rates  be  fair  or  oth(*rwise. 
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Section  15.  Prorating,  or. the  making  of  joint  throogh  rates. 

Much  will  be  said  in  this  report  about  prorating  or  refusing  to  pro- 
rate on  oil.  To  prorate  is  to  join  with  another  railroad  in  making  a 
through  rate,  for  a  haul  which  covers  parts  of  both  lines,  less  than 
the  sum  of  the  local  mtes  between  the  same  points. 

The  general  principle  is  that  long  hauls  should  be  charged  relativel}^ 
less  than  short  hauls,  especially  where  necessary  to  meet  competition. 
For  this  pui-pose  two  or  more  railroads  put  their  lines  together  as  if 
they  were  one  system. 

Though  there ^are  some  important  exceptions,  for  example  that  of 
the  southern  railroads  in  usually  refusing  to  join  in  through  rates 
betw^een  points  north  and  points  south  of  the  Ohio  River,  milroads  in 
this  country  have  very  commonly  made  through  rates  on  long  hauls  of 
most  commodities.  Through  rates  are  named  in  tariffs  of  the  initial 
line.  In  other  cases  they  are  provided  for  by  means  of  ditferentials— 
that  is,  a  given  point  is  taken  as  a  basis  and  the  rates  from  another 
point  or  group  of  points  are  made  by  adding  a  certain  amount  or  per- 
centage to  the  mtes  from  the  basing  point. 

In  several  very  important  cases  railroads  and  groups  of  railroads 
which  prorate,  or  join  in  through  rates,  on  almost  all  other  articles 
have  refused  to  do  so  on  oil,  or  have  done  so  only  on  oil  coming  from 
certain  points.  These  arrangements  with  regard  to  prorating  or  non- 
prorating  on  oil  are  usually  highly  discriminatory,  and  have  greatly 
benelited  the  Standard  Oil  Compan\'at  the  expense  of  its  competitors. 

Section  16.  Distances  reached  by  Standard  and  its  competitors  on  given  rates. 

The  body  of  this  report  contains  numerous  tables  showing  the  dis- 
crimination in  the  rates  from  Standard  shipping  points  and  from  the 
shipping  points  of  it^^  competitors,  respectivelv.  Such  discrimination 
is  particularh'  marked  in  the  case  of  Whiting,  which  is  the  most 
important  refinery  of  the  Standard  Oil  Company  from  the  standpoint 
of  distribution  in  the  United  States.  The  tables  show  that  in  most 
cases  throughout  a  large  part  of  the  United  States  the  rates  from 
Whiting  are  lower  per  ton  per  mile  than  the  rates  from  comi)eting 
refining  points. 

Thes(»  differences  in  rates  may  be  illustrated  in  another  manner  by 
comparing  the  maximum  distances  which  can  be  reached  on  the  basis 
of  a  given  rate  from  Whiting  with  the  maxinuun  distances  which  can 
be  reached  from  connecting  refining  point^s  on  the  same  rate*.  Vov  con 
venience,  this  comparison  has  l)een  confined  to  Toledo,  the  nearest 
indeptMident  refining  point  to  Whiting,  but  essentially  the  same  results 
wouldappear  from  a  comparison  of  Whiting  with  Cleveland,  I'ittsburg, 
or  any  other  independent  refining  point.  It  is  proper  to  (online  this 
comparison  between  Whiting  and  Toledo  to  territory  in  which  these 
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two  refining  points  might  normally  come  into  competition — that  is  to 
8ay,  there  is  no  reason  for  comparing  the  rates  from  Whiting  to  points 
east  of  Toledo  with  the  rates  from  Toledo  to  such  points,  for  the  rea- 
son that  the  Standard  has  no  occasion  to  ship  from  Whiting  far  toward 
the  East,  because  it  has  other  refineries  to  supply  that  territory. 

This  comparison  of  maximum  distiinces  which  can  be  covered  on 
given  rates  from  Whiting  and  from  Toledo  is  show^n  in  the  accompany- 
ing maps  and  diagrams.  The  maps  show  the  farthest  points  in  eac»h 
direction  which  could  in  1904  be  reached  on  a  rate  of  8  cents,  13  cents, 
18  cents,  and  23  cents,  respectively. 

In  some  cases  the  actual  rate  to  a  given  point  is  somewhat  less  than 
the  rate  designated  by  the  map  on  which  it  appears.  For  example, 
Duluth  appears  on  the  23-cent  map,  though  a  shipment  may  be  made 
from  Whiting  to  Duluth  for  20  cents  per  hundred.  In  two  or  three 
instances,  to  avoid  gaps,  rates  one-half  cent  higher  than  indicated  have 
been  used.  The  distances  shown  in  the  diagrams  are  approximate  air- 
line distances,  not  those  by  the  shortest  rail  route. 

It  should  be  distinctly  understood,  in  stud3'ing  these  maps,  that  the 
rates  to  the  points  shown,  in  many  cases,  do  not  apply  to  nearer  points 
in  the  same  direction  from  the  same  refinery.  On  oil,  as  on  many 
other  commodities,  the  rates  are  often  higher  for  shorter  hauls  than 
for  longer  hauls,  even  over  the  same  route.  It  is  absolutely  impos- 
sible to  mark  off  any  given  area  and  say  that  within  this  area  ship- 
ments can  be  made  from  a  given  point  at  not  more  than  a  given  rate. 
The  maps  show  merely  the  farthest  point  which  can  be  reached  on  a 
given  i-ate  regardless  of  the  rates  to  nearer  points  in  the  same  direction. 

This  characteristic  of  the  maps  and  diagrams,  however,  does  not 
deprive  them  of  conclusive  force.  It  appears  from  them  that  in  nearly 
every  case  shipments  in  a  given  direction  from  Whiting  can  be  made 
to  a  farther  distance  on  the  rates  selected  than  can  l>e  made  from 
Toledo  in  the  same  direction  on  the  same  rate.  If  this  holds  true  very 
generally  of  the  maximum  distances  it  would  be  safe  to  assume  that  it 
would  hold  true  broadly  if  all  points  to  which  the  same  rates  applied 
W(M-e  compared  on  the  map,  even  wcmc  this  not  known  from  the  detailed 
tables  in  the  body  of  the  report  to  be  substantially  true. 

It  may  \ye  objected  that  had  other  rates  than  s.  13,  IS,  and  23  cents 
been  selected  it  might  be  found  that  the  maximum  distances  to  which 
shipments  could  be  made  from  Whiting  and  from  Toledo  would  bear 
different  relations.  This  hypothesis.  howev(M\  is  also  substantial!}' 
disproved  by  the  detailed  tables  in  the  report. 

In  c(miparing  these  maxinnim  distances  from  Whiting  and  from 
Toledo  it  should  be  borne  in  mind  that  on  shipiiHMits  directly  west 
from  Whiting  the  rates  on  oil,  as  on  other  <'()nuno<lities,  are  relatively 
higher  than  the*  rates  in  the  territory  lying  nearer  to  Tohnlo;  in  other 


72  TRANSPORTATION  OF  PETROLEUM. 

words,  one  would  iiormall}'  expect  that  shipments  could  be  made 
greater  distances  from  Toledo  toward  the  west  than  the}^  could  from 
Whiting  toward  the  west,  on  a  given  rate.  A  fairer  comparison  can 
be  made  with  respect  to  the  rates  from  Whiting  and  Toledo  toward 
the  south  and  north,  since  both  refineries  in  that  ease  ship  into  sub- 
stantially the  same  territories. 

A  glance  at  the  maps  will  show  that  very  generally  on  shipments 
toward  the  north,  south,  and  even  toward  the  southwest,  the  Standard, 
shipping  from  Whiting,  can  go  much  farther  than  the  independent 
shipping  from  Toledo,  on  the  same  race. 

The  diagrams  illustrate  this  point  more  sharply.  The}'  have  been 
made  out  j^ubstantially  b}^  superimposing  Toledo  upon  Whiting.  They 
show  the  result  which  would  appear  if  a  transparent  map  of  the  dis- 
tances which  can  be  reached  from  Toledo  on  a  given  rate  were  placed 
over  a  similar  map  from  Whiting,  so  that  Toledo  would  rest  upon 
Whiting,  or  vice  versa.  The  black  lines  drawn  out  from  the  given 
center  show  the  distances  reached  in  a  given  direction  from  Toledo, 
and  the  red  lines  the  distances  reached  toward  the  same  point  of  the 
compass  from  Whiting.  It  will  be  seen  that  with  respect  to  each  of 
the  rates  the  red  lines  are  in  most  directions  decidedly  longer  than  the 
black  lines. 

The  most  conspicuous  case  of  such  disparity  appears  in  the  23-cent 
rate.  Whiting  can  ship  all  the  way  to  New  Orleans  and  neighboring 
points  on  the  28-cent  rate  while  the  Toledo  retiner  can  bareh*  cross  the 
Ohio  River  on  that  rate. 

V.  SECBET  BATES,  AND  THE  MANNEB  OF  ABBANOINO  THEM. 

Section  17.  Importance  of  secret  rates  and  evidence  as  to  their  secrecy. 

Kate  discriminations  between  the  shipping  points  of  the  Standard 
Oil  Company  and  the  shipping  points  of  competitors  are  sometimes 
open,  sometimes  secret.  A  discrimination  is  open  where  the  rates  are 
made  to  read  from  normal  points  of  origin  and  by  normal  routes  and 
(1)  where  they  are  duly  tiled  with  the  Interstate  Commerce  Commis- 
sion and  posted  in  the  offices  of  local  agents  for  public  inspection, 
as  recjuired  by  the  Fedei'al  law  with  respect  to  interstate  business: 
or  (2)  where  they  are  duly  tiled,  posted,  or  published  as  required  by 
the  laws  of  such  States  as  have  provisions  of  this  character  with  res|)ect 
to  l)usiness  within  their  borders;  or  (8)  where  in  the  absence  of  statu- 
tory rciiuirements  the  rates  are  still  published  or  post(*d  in  such  a  way 
as  to  be  n»adily  accessible  to  all  shi])pers.  For  convenience,  the  open 
rates  are  usually  referred  to  simply  as  published  rates  or  as  taritf  rates. 

It  is  sometimes  a  matter  of  considerable  ditiiculty  to  prove  whether 
a  given  rate  is  actually  secret  or  not.  Of  course,  there  would  be  no 
Question  on  this  point  if  the  railroad  company  charged  on(»  shipper. 
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such  as  the  Standard  Oil  Company,  a  lower  rate  than  it  charged  another 
shipper  from  the  same  point  of  origin  to  the  same  destination;  but 
where  the  rate  is  made  from  a  shipping  point  whieh  only  one  shipper 
has  either  used  or  sought  to  use,  the  question  is  more  difficult. 

A  rate  nmst  ordinarily  be  presumed  to  be  open  if  the  requirements 
of  the  Stiite  or  Federal  law  with  regaixl  to  posting  and  tiling  it  have 
l>een  strictly  followed,  even  though  it  may  never  have  actually  come 
to  the  attention  of  more  than  a  single  shipper.  If,  however,  it  should 
be  proved  that  a  railroad  company,  although  it  had  regularly  tiled  and 
posted  a  rate  so  that  it  might  h^ve  been  discovered  by  the  shipper  on 
pei*sonal  inspection,  had  yet  uniformh'  or  frequently,  w^hen  asked, 
quoted  a  higher  rate  to  some  shippers,  the  presumption  would  be  that 
it  was  intentional!}'  making  a  discrimination.  It  must  be  remembered 
that  the  usual  wav  for  a  shipper  to  ascertain  a  railroad  rate  is  to  ask 
the  local  agent,  or  sometimes  the  general  traffic  officials  of  the  railroad, 
to  quote  it. 

The  Federal  law  requires  that  int<»rstate  Uiriffs  shall  be  conspicu- 
ously posted  in  the  offices  of  the  local  agents  at  the*  stations  from 
which  they  apply.  Were  this  requirement  strictly  observed,  the 
blame  would  rest  on  the  ship])er  if  he  failed  to  discover  the  tariff 
rates,  except  where  the  tariffs  are  intentionally  made  misleading,  as 
sometimes  happens.  Kail  road  companies  have  in  some  cases,  how- 
ever, tiled  tariffs  with  the  Commission,  but  have  failed  to  furnish  them 
to  the  proper  local  agents,  or,  if  they  have  done  so,  hav(»  instructed 
the  agents  not  to  show  them  to  the  geiu^ral  pu))lic. 

Doubtless  in  part  on  account  of  the  enormous  and  unnecessary  com- 
plexity of  their  tariffs,  it  is  not  the  usual  practice  of  the  railroad  com- 
panies actually  to  post  all  of  them  in  the  local  stations  in  an  open  and 
conspicuous  manncM*,  so  that  the  ship|wr  can  consult  them  without 
first  consulting  the  agent.  In  many  cases,  at  least,  the  tariffs  are 
actually  kept  in  the  possession  of  the  local  agent,  and  either  handed  out 
by  him  to  the  shipper,  or  c<)nsult<»d  by  the  shipper  in  his  presence, 
or  consulted  by  the  agent  alone*  at  the  recjuest  of  the  shipper.  It  is 
not  a  difficult  thing  for  a  railroad  c()mi)any,  therefore,  to  issue  a  tariff 
on  a  sp<»cial  comnKxlity  reading  from  a  single  station,  and  either  to 
fail  to  furnish  it  fo  th(»  agent  at  that  station  or  to  instruct  him  to 
conceal  it. 

It  is  particularly  difficult,  obviously,  to  obtain  proof  that  a  tariff 
was  or  was  not  posted  at  a  given  past  time.  Kv(M)  if  the  ag(»nt  meant 
to  l)e  truthful,  he  could  not  be  expcnted  to  rememl)er  with  (certainty 
whether  he  had  received  a  given  tariff  or  whethcM-  ho  had  kept  it  in 
such  a  way  that  shippers  <'ould  learn  the  mtos. 

The  officers  of  the  Standard  Oil  Company  have  urged  that  th(»v  are 
under  no  obligation  to  ascertain  whether  a  rate  duly  <|Uoted  to  them 
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by  a  railroad  or  covered  by  a  tariff  or  billing  order  furnished  to  them, 
is  known  to  other  shippers  or  not.  They  have  argued,  further,  that  it 
is  not  uncommon  for  a  railroad  company  to  supersede  a  rate  b}'  a 
tariff  which  does  not  state  on  its  face  that  it  cancels  other  issues,  and 
that  thev  are  under  no  obligation  to  ascertain  whether  such  a  new 
tariff  has  been  tiled  with  the  Interstate  Commerce  Commission  or  with 
the  proper  State  authorities,  where  so  required,  or  has  been  filed  or 
posted  with  local  agents  where  required  by  law.  All  these  matters, 
they  hold,  pertain  to  the  duties  of  the  railroad  companies  and  not  to 
those  of  the  shipper. 

There  is  an  element  of  truth  in  these  contentions,  but  they  are  disin- 
genuous if  applied  to  a  secret  rate  -made  with  the  connivance  of  the 
Standard  Oil  officials  as  to  its  secrecy,  or  to  one  which  they  knew  to  be 
secret.  The  presumption,  at  least,  is  that  most  if  not  all  of  the  secret 
rates  which  have  been  used  by  the  Standard  Oil  Company  have  been  used 
by  it  with  knowledge  that  the\"  were  secret.  The  company  employs 
a  number  of  expert  traffic  officials  whose  business  it  is  to  be  thoroughly 
familiar  with  rates  and  to  secure  favorable  mtes  from  the  milroads. 
The  railroads  habitually  furnish  to  the  Standard  Oil  Company  copies 
of  their  tariffs  relating  to  oil,  and  the  traffic  officers  of  the  Standard 
Oil  Company  can  scarcely  fail  to  be  familiar  with  the  published  tariff 
rates  as  well  as  with  the  special  rates  which  they  actually  pay. 

Secret  intrastate  rates. — Not  being  compelled  to  do  so  by  law, 
railroads  very  frequently  fail  to  post  or  to  file  with  the  Intei-state 
Commerce  Conmiission  rates  on  strictly  intrastate  business.  Some  of 
these  State  rates  on  oil  are  effectively  secret  and  highh'  discrimina- 
tory. It  must  not  be  understood,  however,  that  all  oil  rates  applying 
wholly  within  particular  States  are  secret  rates.  Many  such  State 
rates  are  tiled  with  the  Interstate  Commerce  Conunission.  In  other 
cases  tliey  are  printed  and  handled  in  such  a  way  as  to  be  readily 
accessible  to  all  shippers.  •  Most  of  the  railroads  have  given  the  Bureau 
access  to  their  records  relating  to  State  as  well  as  to  interstate  busi- 
ness. The  New  York  Central  and  its  affiliated  lines  have  declined  to 
furnish  information  or  to  grant  access  to  records  relating  to  State 
business,  or  what  they  have  seen  tit  to  call  such. 

TsK  OF  State  ratks  in  roxNECTiox  with  interstate  ship- 
ments.—A  few  general  considerations  may  here  he  presented  as  to  the 
use  of  secret  State  rates  in  connection  with  interstate  shipments. 

If  goods  are  shipped  to  a  point  in  the  same  State  and  then  in  good 
faith  unloaded  and  so  handled  as  to  lose  their  identity,  and  are  subse- 
(luently  shipped  into  another  State,  the  entire  movement  would  not  l)e 
a  single  interstate*  shipment.  Where  the  product  is  not  thus  re- 
shipped,  three  different  methods  of  handling  th(»  business  may  be 
distinjrnished: 
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(1)  Where  the  goods  arc  not  reconsigned  at  all,  but  the  waybill 
made  out  at  the  point  of  original  shipment  shows  on  its  face  the  tinal 
destination  in  another  State;  in  such  cases  the  goods  may  be  re))illed 
at  junction  points  in  accordance  with  directions  shown  on  the  original 
waybill,  or  may  be  carried  through  to  destination  on  a  single  waybill 
showing  on  its  face  the  combination  of  rates. 

(2)  Where  the  goods  are  consigned  to  an  agent  of  the  original 
shipper  at  the  point  where  the  secret  State  rate  terminates  and  the 
interstate  rate  begins,  or  vice  versa,  and  are  by  that  agent  reconsigned 
immediately  to  de^stination.  Such  a  scheme  for  the  evasion  of  inter- 
state rates  can  scarcely  be  carried  out  without  the  connivance  of  at 
least  one  railroad  coiiipanv,  even  where  the  product  passes  from  one 
railroad  to  another  at  the  point  of  reconsignment. 

(3)  Where  the  product  is  sent  by  the  shipper  to  another  person,  not 
his  own  agent,  at  the  point  where  the  rate  changes,  and  is  by  that 
pei-son  reconsigned  to  tinal  destination.  The  ownership  in  this  case 
changes  at  the  point  where  the  rates  change.  If  a  transaction  of 
this  sort  were  bona  fide,  the  shipment  would  perhaps  not  be  a  con- 
tinuous interstate  shipment,  and  that  part  of  the  haul  which  was 
between  points  in  a  single  State,  before  or  after  the  change  of 
ownership,  might  be  treated  as  intrastate.  In  the  case  of  oil  ship- 
ments a  transaction  of  this  sort  easily  lends  itself  to  deception 
lx?cause  of  the  large  number  of  subsidiary  and  affiliated  companies  of 
the  Standard  Oil  Company.  Thus,  certain  iniportant  railroads 
have  until  recently  been  in  the  habit  of  treating  shipments  from 
Whiting  to  East  St.  Louis  proper  as  intrastate  business,  on  the  ground 
that  Whiting  is  practically  a  part  of  Chicago.  If  Whiting  had  been 
in  Illinois,  the  shipments  to  Kast  St.  I^)uis  would  have  been  intrastate 
business  when  the  oil  actually  stopped  there.  As  a  matter  of  fact, 
much  of  the  oil  shipped  by  the  Standard  Oil  Company  to  East  St. 
Louis*  is  consigned  to  the  Waters  Pierce  Oil  Company  at  that  point, 
and  the  Water**  Pierce  Oil  Company  fre<|uentlv.  without  unloading 
the  cars,  reconsigns  them  to  points  in  other  States.  Technically, 
there  may  be  a  change  of  ownership  at  East  St.  Louis,  but  the 
Watei-s  Pierce  Oil  Companv  is  controlh»d  by  the  Standard  Oil  Com- 
j)any,  and  this  change  of  ownership  is  little  more  than  a  fiction. 
Elssentially,  therefore,  the  movement  from  Chicago  to  the  point  of 
final  destination,  if  outside  Illinois,  isa  continuous  interstate  shipment. 

Seotion  18.  Methods  used  to  conceal  rates. 

In  onler  In^tter  to  understand  the  nu^thods  which  the  railroads  have 
in  certain  cases  adopted  to  conceal  the  rates  actually  charged  the 
Standard  Oil  Company,  a  brief  consideration  of  accounting  metluxls  is 
necessarv. 
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Rebates  and  claim  payments. — The  old-fashioned  method  of  con- 
cealing secret  rates  was  by  collecting  the  entire  amount  of  freight  due 
under  the  regular  tariff  and  subsequently  repaying  or  rebating  part 
of  it.  The  investigations  of  the  Bureau  with  regard  to  rebates  have 
been  chiefl}'  condned  to  a  single  class  of  records;  namely,  those  of 
claims  preferred  by  shippers  against  the  railroads.  Such  claims  are 
very  common  on  account  of  the  inevitable  errors  of  railroad  employ- 
ees in  applying  rates,  figuring  weights,  and  computing  extensions.  It 
is  probable  that  if  a  i*ailroad  paid  rebates  it  would  not  ordinarih'  enter 
them  on  the  regular  claim  files,  though  this  was  found  to  be  the  prac- 
tice wMth  respect  to  some  of  the  rebates  paid  in  California. 

Freight  claims  are  usually  divided  into  two  groups,  the  first  includ- 
ing claims  for  overcharge  of  freight,  due  to  errors  in  weights,,  rates, 
or  extensions,  and  the  second,  claims  for  loss  and  damage  to  goods  in 
transit.  In  examining  the  claims  the  agents  of  the  Bureau,  in  most 
instances,  covered  all  claims  in  these  two  classes  appearing  in  the 
regular  files  for  a  period  of  several  months  during  1904,  and  sometimes 
for  longer  periods.  Ver}^  numerous  claims  were  found  on  behalf  of 
the  Standard  Oil  Company,  and  a  considerable  number  on  behalf  of 
other  oil  shippers.  Most  of  these  claims,  however,  were  small,  and 
the  aggregate  amount  was  so  small  that,  with  the  exception  of  the  Cal- 
ifornia cases,  the\'  could  not  have  amounted  to  a  rebate  of  any  impor- 
tance. The  larger  claims  preferred  against  the  railroad  compjinies  were 
examined,  and  in  most  cases  a  large  proportion  of  the  smaller  claims 
also  were  checked  up.  It  was  found  that  in  general  the  overcharge 
claims  were  based  upon  actual  errors,  and  were  justifiable.  The 
claims  for  loss  and  damag<?  also  in  most  cases  appeared  justifiable. 
The  detailed  examination  of  the  records  of  both  classes  of  claims 
indicated  a  probability  that  railroads  were  more  inclined  to  allow 
the  claims  of  the  Standard  Oil  Company,  when  of  a  doubtful  charac- 
ter, than  the  claims  of  other  oil  shippers,  but  the  discrimination  was 
not  of  sufficient  importance  to  justify  presentation  of  the  facts  in 
this  report. 

It  is,  however,  possible  that  rebates  are  paid  by  more  secret  methods 
which  could  not  ))e  discovered  ))y  the  examination  of  ordinary  claims. 
To  some  extent  certain  records  of  railroads  which  might  conceal  such 
secret  rebates  were  examined.  The  ways  in  which  rebate  j)ayment« 
may  be  concealed  are,  however,  so  many,  and  so  difficult  of  detec- 
tion, that  almost  the  only  way  of  discovering  them  is  by  an  exhaustive 
audit  of  a  railroad's  entire  accounts. 

BiJND-BiLLixc;. — One  of  the  most  important  methods  used  by  the 
railroad  companies  to  conceal  the  freight  rates  charged  on  oil  is  what 
is  commonly  known  as  })lind-billing — that  is,  showing  no  rate  at  all 
upon  the  waybill  on  which  the  product  is  moved. 
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For  a  better  understanding  of  this  practice,  a  brief  description  of 
the  ordinary  method  of  wa\-billing  and  of  collecting  freight  charges 
is  desirable.  Ordinarily,  at  the  time  when  freight  is  shipped,  a 
wa^'bill  is  prepared  which  shows  the  nature  and  weight  of  the  goods, 
the  rate  or  combination  of  rates  per  unit,  and  the  amount  of 
freight  due,  together  with  such  other  information  about  switching 
charges,  the  charges  of  connecting  lines  on  the  same  freight,  etc.,  as 
may  be  necessary.  A  copy  of  this  waybill  is  retained  by  the  agent  at 
the  point  of  shipment,  while  the  original  accompanies  the  freight  and 
is  delivered  to  the  agent  at  the  point  of  destination,  who  either  retains 
it  or  sends  it  to  the  freight  auditor  of  the  railroad.  If  the  freight  is 
to  \ye  shipped  prepaid,  smaller  shippers  are  usually  required  to  pay 
the  freight  immediately,  while  large  shippers  usually  have  credit 
arrangements  with  the  railroad  companies  by  which  the  charges  are 
accumulated  for  a  week,  a  fortnight,  or  even  a  month,  and  are  then 
presented  at  one  time  for  settlement.  The  Standard  Oil  Company 
almost  invariably  ships  its  freight  as  prepaid,  and  generally  has  such 
credit  arrangements.  In  that  case  the  waybills  are  marked  prepaid, 
although  the  freight  has  not  yet  actually  been  collected;  and  the  agent 
at  the  point  of  destination  knows  that  he  has  nothing  to  collect  from 
the  consignee. 

Either  daily,  weeklv,  or  monthly,  each  local  agent  of  the  railroad 
company  is  ordinarily  recjuired  to  make  up  a  stateMnent  of  the  freight 
forwarded  from  his  station,  in  summary  form,  showing  at  lea^ijt  the 
weight  of  each  shipment,  the  rate,  the  amount  of  freight  charges  due 
to  the  railroad,  the  charges  of  connecting  lines,  and  a  few  other  items. 
This  is  known  as  the  freight-forwarded  abstract.  Similarly,  each 
agent  makes  up  an  abstract  of  freight  received,  showing  essentially 
the  same  items. 

When,  however,  it  is  desired  to  conceal  from  the  local  agents  and 
from  the  subordinate  employees  of  the  railroad  i'ompany  the  rate 
charged  upon  a  given  class  of  shipments,  the  agent  is  fre(|uently 
directed  to  make  out  waybills  showing  no  rate  of  freight  and  no 
statement  or  ^'  extension ''  of  the  amount  of  freight  due.  Such  a  way- 
bill is  known  as  a  l)lind-))ill.  The  freight-forwarded  abstract  of  the 
shipping  agent  and  the  freight- received  a))stract  of  the  receiving 
agent  will  also  show  no  rates  or  charges.  In  all  cases  of  blind-billing 
of  oil  investigated  by  the  Bureau,  th(»  collection  of  th(»  freight  charges 
has  l)een  made,  not  by  the  local  agents,  but  by  the  central  office  of 
the  railroad  company.  Souk*  of  the  niilroads  refer  to  blind-))ills  as 
**S.  G.  O.'" — that  is,  scuttled  at  the  general  oiKce. 

Where  this  practice  is  follow*^!,  the  local  agent  at  the  forwarding 
station,  if  the  freight  is  shipped  as  prei)aid.  makes  out  from  time  to 
time,  usually  weekly,  a  statement  of  the  numbers  of  the  waybills,  the 
numbers  of  the  cars,  their  destinations,  and  the  \vei<;;l\t^  vvvvv^  sv-\\\^\V 
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to  the  central  office.  In  balancing  his  freight  accounts  he  does  not 
charge  himself  with  an}'  freight  due  upon  his  blind-bills.  The  central 
office  sends  a  statement  of  the  freight  to  the  shipper  with  a  summary 
bill  for  the  amount  due  at  the  secret  rate  or  rat^s.  Such  a  summary 
bill  is  sometimes  called  a  manifest,  sometimes  a  collection  voucher, 
and  sometimes  simply  a  bill. 

This  system  of  blind-billing  and  collection  of  charges  on  shipments 
of  oil  is  extensively  used  by  one  railroad  where  the  rates  actually  col- 
lected are  the  regular  published  tariff  rates,  but  with  a  few  minor 
exceptions  on  the  Pennsylvania  Railroad  it  was  not  found  to  be  used 
by  any  other  railroad  except  where  apparently  intended  to  conceal 
the  rate.  In  explanation  of  the  use  of  blind- billing,  where  there  is  no 
concealment  of  the  rates,  the  railroad  officers  state  that  it  saves  cler- 
ical labor  and  minimizes  the  risk  of  mistakes,  and  is  therefore  advan- 
tageous wherever  the  volume  of  business  is  large.  Other  railroad 
officers,  however,  hold  that  blind-billing  ordinarily  increases  the  cost 
of  accounting. 

The  traffic  manager  of  the  Standard  Oil  Company  says  that  blind- 
billing  was  formerly  much  more  common  with  respect  to  shipments 
of  many  kinds  of  commodities  than  it  is  at  present,  and  that  he  does 
not  know  why  certain  railroad  companies  still  adhere  to  it  on. ship- 
ments of  oil.  The  practice,  however,  is  so  unusual  that,  where  blind- 
billing  has  been  used  in  connection  with  particularly  discriminatory 
rates,  the  fact  of  its  use  is  at  least  presumptive  evidence  that  the 
Standard  Oil  Company  knew  that  the  rates  were  intended  to  be  secret 
and  that  it  desired  them  to  be  kept  secret. 

False  wavijilling  and  shipping  records. — In  numerous  cases  large 
shipments  of  oil  by  the  Standard  Oil  Company  have  been  falsely 
waybilled  at  published  tariff  rates.  This,  of  course,  is  true  where  the 
full  cliarges  have  been  collected  and  part  thereafter  rebated.  The 
some  result  might  be  accomplished  if  the  local  agent  collected  only 
lower  secret  rates.  In  that  case  he  would  balance  his  accounts  by 
charging  himself  with  the  full  freight  and  putting  in  what  is  known 
as  a  *' relief  claim"  for  the  amount  uncollected.  For  the  purix)se  of 
discovering  abuses  of  this  character,  the  Bureau  has  examined  the 
relief  claims  of  local  agents  at  many  important  shipping  points,  but 
the  use  of  this  device  was  not  found. 

In  some  instances  of  false  way  billing,  however,  it  was  found  that 
the  local  agents  handling  the  freight  probably  did  not  know  what  the 
actual  rates  were,  for,  instead  of  collecting  the  charges  themselves, 
they  sent  a  statement  of  the  billing  to  the  central  office,  putting  in 
a  rrlief  claim  for  the  entire  amount  of  charges.  The  collection  was 
made  by  a  collection  voucher  or  summary  bill  in  the*  same  maimer  as 
when  oil  was  hlind-billed,  the  secret  mtes  being  substituted  in  the 
cfntni)  office  for  the  rates  shown  on  the  wavbills. 
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VI.  TANK-CAB  AND  PACKAGE  SHIPMENTS. 

The  greater  part  of  the  mil  transportation  of  petroleum  at  the 
present  time  is  in  tank  ears,  but  considerable  shipments  are  also  made 
in  barrels  loaded  in  })ox  cars.  The  tank-car  shipper,  as  shown  below, 
has  a  material  advantage  over  the  shipper  of  barrels  in  carload  lots, 
even  where  the  rates  are  the  same,  as  they  now  usually  are.  This 
advantage  was  formerly  enormously  increased  by  the  practice  of  rail- 
roads in  charging  decided!}'  lower  rates  on  tank-car  than  on  barrel 
shipments. 

Apparently  the  Standard  Oil  Company  was  formerly  able  to  make 
relatively  larger  use  of  tank  cars  than  its  competitors,  but  there  is 
doubt  as  to  whether  this  is  at  present  generally  true.  If  the  figures 
of  the  tank-gauge  books  published  by  the  i*ailroads,  which  are  based 
on  returns  of  the  various  tank-car  owners,  may  be  accepted,  the 
Standard  and  its  affiliated  concerns  in  11M)4  had  a  little  over  10,000 
tank  cars,  and  competing  oil  refiners  nearly  3,000.  Some  of  the  latter 
are  used  chiefly  in  transporting  crude  oil,  especially  in  Texas  and 
California,  but  the  same  is  true  of  some  of  the  cars  of  the  Standard. 
At  any  rate,  most  competing  refiners  now  make  comparatively  little 
complaint  of  disadvantages  due  to  inability  to  make  use  of  tank  cars, 
although  they  do  complain  of  some  of  the  rules  of  the  railroads  as  to 
tank  cars. 

Section  19.  Discrimination  in  rates  between  oil  in  tank  cars  and  in  barrels. 

Prior  to  the  passage  of  the  Interstate  Commerce  Act,  in  1887,  and 
to  some  extent  during  the  first  two  or  three  years  aftcM'  it«  passage, 
railroad  companies  in  many  parts  of  tlie  Tnited  States  favored 
tank-car  shipments  by  charging  lower  rates  per  unit  of  weight  or 
quantity*  on  oil  in  tank  cars  than  on  oil  in  barrels.  Sometimes  these 
lower  rat<?s  were  expressed  in  terms  of  cents  per  hundred  pounds  or 
per  barrel,  Imt  in  many  cases  the  rate  on  oil  in  tank  cars  was  so  nmch 
per  car,  regardless  of  its  weight,  and  the  greatest  discriminations  in 
favor  of  tank-cjir  shippers  occurred  where  this  method  was  adopted. 
At  that  time  they  were  the  cause  of  serious  complaint,  both  ))ecause 
the  Standard  then  made  n^latively  larger  use  of  tank  cars  than  its  com- 
petitors, and  ))ecause  the  rules  of  the  railroads  as  tomaxinunn  weights 
were  sometimes  not  enforced  against  the  Standjird.  although  they 
were  enforced  as  to  com pc^ti tors. 

Perhaps  the  most  conspicuous  discriminations  in  favor  of  tank-car 
shippers  as  against  barrel  shippers  were  those  whicli  existed  in 
southern  and  southwestern  territory  up  to  isss.  These  conditions 
prevailed  largely  on  most  of  the  railroads  leading  south  from  the  Oliio 
River  and  southwest  from  St.  Louis. 

The  lnU*rstate  Conunerce  Conunission.  after  a  full  inv(»stigation  of 
these  conditions,  ordered  the  railroad  coui\mi\\^^  U>  vWsx^V  \\v>\\\  N>evfe 
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discriminations  and  to  charge  the  same  per  hundred  pounds  on  oil  in 
barrels  as  on  oil  in  tank  ears. 

Another  case  was  brought  before  the  Commission  by  the  independ- 
ent refiners  at  Cleveland  in  1888  against  the  Lake  Shore  and  Michigan 
Southern  Railway.  Here  it  appeared  that  subsequent  to  the  Inter- 
state Commerce  Act  the  railroad  was  charging  less  for  oil  in  tank  cars 
than  for  oil  in  barrels,  though  the  discriminations  were  much  less 
marked  than  on  the  southern  lines.  The  following  table  shows  the 
relative  rates  per  barrel  and  the  equivalents  per  hundred  pounds,  com- 
puted on  the  basis  then  in  force  on  the  Lake  Shore  of  315  pounds  per 
barrel  for  oil  in  tank  cars,  and  of  the  actual  weight  for  oil  in  barrels, 
which  averaged  about  390  pounds: 

RATES  FROM  CLEVELAND  ON  OIL  IN  TANK  CARS  AND  IN  BARRELS,  1888. 


Rate  per  barrel. 


From  Cleveland  to— 


I  In  tanks. 


Cents. 


Chicago,  111 

Buffalo.  N.  Y 

Detroit,  Mich 

Grand  Rapids,  Mich  . 

Kalamazoo,  Mich 

South  Bend,  Ind 

Elkhart.  Ind 

Erie,  Pa 


In  box 


I    Equivalent  i>er  hun- 
■  dred  pounds'. 

I  In  tank.s  !In  box  cars. 
I  (315  pounds,  (390  pounds 
per  barrel),  per  barrel). 


88 
25  I 
22  I 
38  ' 
35 
SU 
314 
22 


Cents. 
50 
34  ! 
30 
50 
46  ' 
42  I 
42 
30  I 


Cents. 


Cents. 


12.06  ' 
7.94 
6.9H  ' 

12.  W) 

11.11  ! 

10.00  I 
10.00 
6.98  ; 


12.82 
8.72 
7.69 
12.82 
11.79 
10.77 
10.77 
7.69 


The  Interstate  Conunerce  Commission  also  ordered  the  Lake  Shore 
and  Michigan  Southern  to  charge  the  same  rates  per  hundred  pounds 
on  oil  in  tank  t^ars  and  in  barrels. 

At  an  earlier  period  the  Lake  Shore  and  Michigan  Southern 
Railway  was  making  special  rates  to  the  Standard  Oil  Company  on 
shipments  from  Cleveland,  even  more  favorable  than  those  above  men- 
tioned as  compared  with  the  rates  charged  to  indepcMident  refiners. 
It  appears  that  at  that  time  the  tank-car  rates  to  the  Standard 
were  secret,  and  that  secret  rates  on  oil  in  barrels  lower  than  the  pub- 
lished rates  charged  toother  shippers  were  also  given  to  the  Standard. 
Thus  during  1882  the  Standard  Oil  Company  was  given  a  rate  of  $30 
per  tank  car  from  Cleveland  to  Chicago,  which,  on  the  basis  of  100 
barrels  per  car,  would  l)e  ecjual  to  30  cents  per  barrel,  whereas  the 
tariff  rate  charged  to  indepiMident  retiners  at  this  time  was  To  cents 
per  barrel  for  oil  in  wood.^' 

It  appears  that  the  above  mentioned  orders  of  the  Intei'state  Com- 
merce Commission  were  followc^d  not  merelv  bv  the  railroads  against 
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which  they  were  directed,  but  quite  generally  by  railroads  through- 
out the  United  States.  The  attention  of  the  Bureau  has  been  called 
to  only  a  few  casCvS  in  which  railroads  have  during  recent  ye^rs  made 
a  lower  rate  on  oil  in  tank  cars  than  on  oil  in  barrels.  In  these  cases, 
as  in  the  early  days,  the  rates  were  tixed  at  so  much  pt»r  car.  regardless 
of  weight.     Most,  if  not  all,  of  these  tank-car  rates   were   virtually 

secret  and  highly  discriminatory. 
•  »  • 

Section  20.  Advantage  of  tank-car  shipper  over  barrel  shipper  where 

rates  are  same  per  unit  of  freight. 

At  the  present  time,  with  few  exceptions,  the  milroads  charge  the 
same  rates  per  hundred  pounds  on  oil  in  tank  cars  and  in  barrels,  the 
weight  of  the  barrel,  however,  being  included  in  calculating  the  freight. 
Under  this  arrangement  the  tank-car  shipper  in  many  cases  enjoys  a 
considerable  advantage  over  the  barrel  shipper.  He  pays  only  on  the 
weight  of  the  oil  actually  transported,  while  the  barrel  shipper 
pays  on  both  oil  and  container.  Under  the  present  rules  of  railroad 
companies  almost  everywhere,  all  petroleum  products  in  tank  cars  are 
taken  at  the  arbitrary  weight  of  ().4  pounds  per  gallon,  or  320  pounds 
per  barrel.  Similarly  the  arbitrary  weight  tixed  on  full  barrels  of 
j>etroleum  products  is  (|uite  uniformly  400  pounds.  On  the  assump- 
tion that  the  averuge  barrel  contains  .")(»  gallons,  which  is  approxi- 
mately correct,  this  means  that  the  barrel  shipper  pays  25  per  cent 
more  for  freight  on  the  actual  (juantity  of  oil  shipped  than  the  Umk-car 
shipper  pays. 

The  barrel  shipi^er  who  desires  to  have  hi.^  empty  barrels  returned 
to  the  point  of  origin  for  reloading  is  also  recjuired  to  pay  freight 
charges  upon  them  at  rates  alM)ut  the  same  per  hundred  pounds  as  the 
rate  which  he  has  paid  upon  the  full  ))arrels.  When,  therefore,  the 
barrel  shipper  does  thus  return  his  ))arn»ls  he  pays  in  the  aggregate 
alK)ut  50  per  cent  more  freight  than  the  tank-car  shipper.  The  empty 
tank  car  is  in  most  parts  of  the  country  returned  free  to  the  shipper. 

The  extent  to  which  this  system  of  rate-making  results  in  disiid- 
vantage  to  the  barrel  shipper  depends  obviously  upon  his  ability  to 
dis|)08e  of  barrels  proHtiibly  in  the  markets  to  which  he  ships  his  oil. 
If  he  could  not  sell  the  barrels  at  all,  but  were  compelled  in  everv  case 
to  «hip  them  back  to  his  plant  for  reloading,  he  would  Ih»  at  a  marked 
disadvantage.  He  would  be  in  essentially  the  same  position  if  he 
considered  it  mon»  profitable  to  give  away  his  barrels  than  to  pay  the 
charges  for  returning  them  to  his  shipping  point,  as  in  that  case  be 
would  have  to  buy  new  barrels  for  his  ni^xt  shipment.  On  the  other 
hand,  there  are  some  sections  of  the  country  in  which  there  is  a  con- 
siderable demand  for  empty  barrels  for  various  uses,  so  that  th(\v  can 
l>e  sold  for  at  least  a  large  part  of  their  cost. 
28489—06 ti 
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discriminations  and  to  charsfe  the  same  per  hundred  pounds  on  oil  in 
barrels  as  on  oil  in  tank  cars. 

Another  case  was  brought  before  the  Commission  by  the  independ- 
ent refiners  at  Cleveland  in  1888  against  the  Lake  Shore  and  Michigan 
Southern  Railway.  Here  it  appeared  that  subsequent  to  the  Inter- 
state Commerce  Act  the  railroad  was  charging  less  for  oil  in  tank  cars 
than  for  oil  in  barrels,  though  the  discriminations  were  much  less 
marked  than  on  the  southern  lines.  The  following  table  shows  the 
relative  rates  per  barrel  and  the  equivalents  per  hundred  pounds,  com- 
puted on  the  basis  then  in  force  on  the  Lake  Shore  of  315  pounds  per 
barrel  for  oil  in  tank  cars,  and  of  the  actual  weight  for  oil  in  barrels, 
which  averaged  about  390  pounds: 

RATES  FROM  CLEVELAND  ON  OIL  IN  TANK  CARS  AND  IN  BARRELS.  1888. 


Rate  Dor  barrol      '    Kquivalent  per  hun- 
Kaie  per  Darrci.  ^^^  pounds. 


From  Cleveland  to-  |  j^  ^^„^^   ,,„  ^^^  ^„ 

In  tanks'     "z^      i  (315  pounds  (390  pounds 
«arN.      per  barrel),  per  barrel). 


Cents. 

Chicago,Ill 38 

BuffiUo.N.Y !  25 

Detroit.Mich '  22 

Grand  Rapids.Mich 38 

Kalamazoo,  Mich '  35 

South  Bend,  Ind ." i  Sli 

Elkhart,  Ind 31i 

Erie,  Pa 22 


CentM. 


s. 

Ccnt^. 

Cents. 

50  i 

12.06 : 

12.82 

34  1 

7.94 

8.72 

30| 

6.9H 

7.69 

50 

12. 06 

12.82 

46 

11.11  ! 

11.79 

42 

10.00 

10.77 

42 

10.00  i 

10.77 

30 

6.98 

7.69 

The  Interstate  Commerce  Commission  also  ordered  the  Lake  Shore 
and  Michigan  Southern  to  charge  the  same  rates  per  hundred  pounds 
on  oil  in  tank  ijars  and  in  barrels. 

At  an  earlier  period  the  Lake  Shore  and  Michigan  Southern 
Railway  was  making  special  rates  to  the  Standard  Oil  Company  on 
shipments  from  Cleveland,  even  more  favorable  than  those  above  men- 
tioned as  compared  with  the  rates  charged  to  independent  refiners. 
It  appears  that  at  that  time  the  tank-car  rates  to  the  Standard 
were  secret,  and  that  secret  rates  on  oil  in  barrels  lower  than  the  pub- 
lished rates  charged  toother  shippers  were  also  given  to  the  Standard. 
Thus  during  1882  the  Standard  Oil  Company  was  given  a  rati*  of  ^80 
per  tank  car  from  Cleveland  to  Chicago,  which,  on  the  basis  of  InO 
barrels  per  car,  would  lu*  equal  to  IM)  cents  per  barrel,  whereas  the 
tariti'  rat(»  charged  to  iiuh^p.'iident  retiners  at  this  time  was  7o  cents 
per  barrel  for  oil  in  wood." 

It  api)ears  tbat  tin*  above  mentioned  orders  of  th(»  Interstate  Com- 
merce Coinniissioti  w<'re  followed  not  iiK^rely  l)y  th(^   railroads  against 
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which  they  were  directed,  but  quite  generally  by  railroads  through- 
out the  United  Stat(\s.  The  attention  of  the  Bureau  lias  been  called 
to  only  a  few  cases  in  which  milroads  have  during  recent  years  made 
a  lower  rate  on  oil  in  tank  cars  than  on  oil  in  barn»ls.  In  these  cases, 
as  in  the  early  days,  the  rates  were  tixed  at  so  much  per  car,  regardless 
of  weight.     Most,  if  not  all,  of  these  tank-car  rates   were   virtually 

secret  and  highlv  discriminator  v. 
.  >  *     • 

Section  20.  Advantage  of  tank-car  shipper  over  barrel  shipper  where 

rates  are  same  per  unit  of  freight. 

At  the  present  time,  with  few  exceptions,  the  milroads  charge  the 
same  rates  per  hundred  pounds  on  oil  in  tank  cars  and  in  barrels,  the 
weight  of  the  barrel,  however,  l)eing  included  in  calculating  the  freight. 
Under  this  arrangement  the  tank-car  shipper  in  many  cases  enjoys  a 
considerable  advantage  over  the  barrel  shipper.  He  pays  only  on  the 
weight  of  the  oil  actually  trans[X)rted,  while  the  barrel  shipper 
pays  on  both  oil  and  container.  Under  the  present  rules  of  railroad 
companies  almost  everywhere,  all  petroleum  products  in  tank  cars  are 
taken  at  the  arbitrary  weight  of  ().4  pounds  per  gallon,  or  820  pounds 
per  barrel.  Similarly  the  arb»trary  weight  tixed  on  full  barrels  of 
pt^troleum  prixlucts  is  (juite  uniformly  400  pounds.  On  the  assump- 
tion that  the  average  barrel  contains  r>()  gallons,  which  is  approxi- 
mately correct,  this  means  that  the  ))arrel  shipper  pays  25  per  cent 
more  for  freight  on  the  actual  quantity  of  oil  shipped  than  the  tank-car 
shipper  pays. 

The  barrel  shipj)er  who  desires  to  have  his  empty  barrels  returned 
to  the  point  of  origin  for  reloading  is  also  reciuired  to  pay  freight 
charges  upon  them  at  rates  about  the  same  per  hundred  pounds  as  the 
rate  which  he  has  paid  upon  the  full  barrels.  When,  therefore,  the 
barrel  shipper  does  thus  return  his  )>arrels  he  pays  in  the  aggregate 
about  50  per  cent  more  freight  than  th(»  tank-car  shipper.  The  empty 
tank  car  is  in  most  parts  of  the  country  returned  free  to  the  shipper. 

The  extent  to  which  this  system  of  rate-making  results  in  disad- 
vantage to  the  barrel  shipper  depends  obviously  upon  his  ability  to 
disjKXse  of  barrels  profitably  in  the  markets  to  which  he  ships  his  oil. 
If  he  could  not  sell  thebarnds  at  all,  but  were  compelled  in  every  case 
to  ship  them  back  to  his  plant  for  reloading,  he  would  1h»  at  a  marked 
disadvantage.  He  would  be  in  essentially  the  same  position  if  he 
considered  it  more  profitable  to  give  away  his  barrels  than  to  pay  the 
charges  for  returning  them  to  his  shipping  point,  as  in  that  case  he 
would  have  to  buy  new  Imrrels  for  his  n(»xt  shipment.  On  the  other 
hand,  there  are  some  sections  of  the  country  in  which  there  is  a  con- 
siderable demand  for  empty  barrels  for  various  uses,  so  that  they  can 
be  sold  for  at  Ifeast  a  large  part  of  their  cost. 
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words,  one  would  normally  expect  that  sbipnients  could  be  nmde 
greater  distances  from  Toledo  toward  the  west  than  they  could  from 
Whiting  toward  the  west,  on  a  given  rate.  A  fairer  comparison  can 
be  made  with  respect  to  the  rates  from  Whiting  and  Toledo  toward 
the  south  and  north,  since  both  refineries  In  that  case  ship  into  sub- 
stantially the  same  territories. 

A  glance  at  the  maps  will  show  that  very  generally  on  shipments 
toward  the  north,  south,  and  even  toward  the  southwest,  the  Standard, 
shipping  from  Whiting,  can  go  much  farther  than  the  independent 
shipping  from  Toledo,  on  the  same  race. 

The  diagrams  illustrate  this  point  more  sharply.  They  have  been 
made  out  substantially  by  superimposing  Toledo  upon  Whiting.  They 
show  the  result  which  would  appear  if  a  transparent  map  of  the  dis- 
tances which  can  be  reached  from  Toledo  on  a  given  rate  were  placed 
over  a  similar  map  from  Whiting,  so  that  Toledo  would  rest  upon 
Whiting,  or  vice  versa.  The  black  lines  drawn  out  from  the  given 
center  show  the  distances  reached  in  a  given  direction  from  Toledo, 
and  the  red  lines  the  distances  reached  toward  the  same  point  of  the 
compass  from  Whiting.  It  will  be  seen  that  with  respect  to  each  of 
the  rates  the  red  lines  are  in  most  directions  decidedly  longer  than  the 
black  lines. 

The  most  conspicuous  case  of  such  disparity  appears  in  the  23-cent 
rate.  Whiting  can  ship  all  the  way  to  New  Orleans  and  neighboring 
points  on  the  28-cent  rate  while  the  Toledo  refiner  can  barely  cross  the 
Ohio  River  on  that  rate. 

V.  SECBET  BATES,  AND  THE  MANNEB  OF  ABBANOINO  THEM. 

Section  17.  Importance  of  secret  rates  and  evidence  as  to  their  secrecy. 

Kate  discriminations  between  th(»  shipping  points  of  the  Standard 
Oil  Company  and  the  shipping  j)oints  of  competitors  are  sometimes 
open,  sometimes  secret.  A  discrimination  is  open  where  the  rates  are 
made  to  read  from  normal  points  of  origin  and  by  normal  routes  and 
(1)  where  they  are  duly  filed  with  the  Interstate  Commerce  Commis- 
sion and  posted  in  the  offices  of  local  agents  for  public  inspection, 
as  required  by  the  F^ederal  law  with  respect  to  interstate  business; 
or  (2)  where  they  are  duly  filed,  posted,  or  published  as  required  by 
the  laws  of  such  Stiites  as  have  provisions  of  this  character  with  respect 
to  business  within  their  borders;  or  (8)  where  in  the  absence  of  statu- 
tory n»quirements  the  rates  are  still  i)ul)lished  or  posted  in  such  away 
as  to  be  readily  accessible  to  all  sliipptMs.  For  convenience,  the  open 
rates  are  usually  referred  to  simply  as  published  rates  or  as  tariff  rates. 

It  is  sometimes  a  matter  of  considerable  difliculty  to  j)rove  whether 
a  given  rate  is  actually  secret  or  not.  Of  course.  thtMC  would  be  no 
question  on  this  point  if  the  niilroad  company  charged  one  shipper. 
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such  as  the  Standard  Oil  (^inpany,  a  lower  rate  than  it  charged  another 
shipper  from  the  same  point  of  origin  to  the  same  destination;  but 
where  the  rate  is  made  from  a  shipping  point  which  only  one  shipper 
has  either  used  or  sought  to  use,  the  question  is  more  difficult. 

A  rate  nuist  ordinariU^  be  presumed  to  be  open  if  the  requirements 
of  the  State  or  Federal  law  with  regard  to  posting  and  tiling  it  have 
been  strictly  followed,  even  though  it  may  never  have  actually  come 
to  the  attention  of  more  than  a  sfngle  shipper.  If,  however,  it  should 
be  proved  that  a  railroad  company,  although  it  had  regularly  tiled  and 
posted  a  rate  so  that  it  might  hftve  been  discovered  by  the  shipper  on 
j^ei-sonal  inspection,  had  yet  unifonuly  or  frequently,  when  asked, 
quoted  a  higher  rate  to  some  shippers,  the  presumption  would  be  that 
it  was  intentionally  making  a  discrimination.  It  must  be  remembered 
that  the  usual  way  for  a  shipper  to  ascertain  a  railroad  rate  is  to  ask 
the  local  agent,  or  sometimes  the  general  traffic  officials  of  the  milroad, 
to  quote  it. 

The  Federal  law  requires  that  interstate  tariffs  shall  be  conspicu- 
ously posted  in  the  offices  of  the  local  agents  at  the  stations  from 
which  they  apply.  Were  this  requirement  strictly  observed,  the 
blame  would  rest  on  the  ship])er  if  he  failed  to  discover  the  tariff 
nites,  except  where  the  tariffs  are  intentionally  made  misleading,  as 
sometimes  happens.  Railroad  companies  liave  in  some  cases,  how- 
ever, filed  tariffs  with  the  Commission,  but  have  failed  to  furnish  them 
to  the  pro[)er  local  agents,  or,  if  they  have  done  so,  have  instructed 
the  agents  not  to  show  them  to  th(»  general  public. 

Doubtless  in  part  on  account  of  the  enormous  and  unnecessary  com- 
plexity of  their  tiiriffs,  it  is  not  the  usual  practice  of  the  railroad  com- 
panies actually  to  post  all  of  them  in  the  local  stations  in  an  open  and 
conspicuous  manner,  so  that  the  shipper  can  consult  them  without 
first  consulting  the  agent.  In  many  cases,  at  least,  the  tariffs  are 
actually  kept  in  the  possession  of  the  local  agent,  and  either  handed  out 
by  him  to  the  shipjxM*,  or  consultcnl  by  the  shipper  in  his  presence, 
or  consulted  by  the*  agent  alone  at  the  retjuest  of  the  shipper.  It  is 
not  a  difficult  thing  for  a  railroad  company,  therefore*,  to  issue  a  tariff 
on  a  special  comnuKlity  reading  from  a  single  station,  and  either  to 
fail  to  furnish  it  to  the  agent  at  that  station  or  to  instruct  him  to 
conceal  it. 

It  is  particularly  diffi'cult.  obviously,  to  obtain  proof  that  a  tariff 
was  or  was  not  posted  at  a  given  ])ast  time.  PLven  if  the  agent  meant 
to  be  truthful,  he  could  not  b(»  ex])(»cted  to  remember  with  certainty 
whether  he  had  received  a  given  tariff  or  whetluM*  he  had  kept  it  in 
such  a  way  that  shippers  could  learn  the  rates. 

The  officers  of  the  Standard  Oil  Company  have  urged  that  they  are 
under  no  obligation  to  ascertain  whether  a  rate  duly  (juotcMl  to  them 
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Section  3.  Eeasons  for  failure  of  independent  refiners  to  locate  at  tide- 
water. 

The  question  at  once  arises  why  independent  retiners  should  so  gen- 
eralh"  have  selected  locations  so  far  inland  instead  of  at  tidewater. 
This  is  easil}'  answered.  In  the  first  place,  the  construction  of  several 
hundred  miles  of  pipe  line  requires  an  amount  of  capital  which  the 
average  independent  refiner  is  in  no  position  to  command.  To  the 
argument  that  several  independent  refiners  might  unite  in  the  con- 
struction of  such  a  line,  it  ma}'  be  replied  that  this  has  indeed  been 
done;  but  that  the  history  of  this  enterprise,  and  of  other  independent 
pipe-line  projects,  has  effectively  discouraged  the  frequent  repetition 
of  such  experiments. 

The  first  pipe  line  from  the  Pennsylvania  oil  fields  to  the  Atlantic 
seaboard  was  commenced  by  an  independent  concern,  the  Tide  Water 
Oil  Company.  That  company  first  opened  its  line  from  liixford.  Pa. — 
for  a  portion  of  the  distance  only — in  May,  1879.  The  reception 
given  this  enterprise  by  the  railroads  may  be  appreciated  from  the 
fact  that  in  the  same  month  the  railroad  rate  on  crude  oil  from  War- 
ren, Pa.  onlv  a  short  distance  from  liixford)  to  New  York  Harbor 
(Communipaw,  N.  J.),  which  had  remained  at  $1.15  per  barrel  since 
December,  1877,  fell  to  85  cents  per  barrel,  and  in  June,  1879,  to  80  cents 
per  barrel.  The  rate  from  Warren  to  Philadelphia  dropped  in  May, 
1879,  from  1^1.00  to  70  cents  per  barrel,  and  in  June  to  'i5  cents.  After 
a  temporary  advance  the  rate  to  both  New  York  Harbor  and  Phila- 
delphia was  reduced  in  September,  1880,  to  88  cents  per  barrel,  and 
remained  at  that  figure  until  1884.  That  the  milroads  were  not  the 
only  antagonists  of  the  Tide  Water  Oil  Companv  has  been  frequently 
asserted  and,  it  may  be  said,  substantially  proved.  An  annual  report 
of  the  president  of  the  Philadelphia  and  Reading  Railroad  Company 
at  that  time  contained  the  following  conunent  upon  the  Tide  Water 
Oil  Company's  enterprise: 

This  attempt  of  the  producers  of  oil  to  secure  an  outlet  independent  of  the  Stand- 
ard Oil  Company  and  the  trunk  lines  was  at  once  resenteil  hy  l)oth  interests  affected, 
and  from  the  date  of  the  completion  of  the  pipe  hue  to  the  present  every  effort  has 
been  made  by  some  of  the  conipanies  interested  tf)  convert  the  prolitable  business  of 
the  transportation  of  oil  hi  to  a  losing  one." 

The  report  of  the  Hepburn  committee  of  the  New  York  legislature, 
of  January  22,  188U,  said  on  this  point: 

In  June,  1879,  the  tide-water  pipe  line  effected  a  connection  with  the  scal>oard  and 
commenced  shipping  nil.  Opposition,  <>f  course,  was  not  to  be  bro(»kc<l,  and  a>rain 
the  Standard  called  upon  the  railroa«ls  to  protect  them  "against  injury  by  competi- 
tion," anda^ain  the  railroa<ls  responded.  ( )n  June  5,  at  a  conference  I  u't  ween  the  four 
trunk  lines  and  the  Standanl  people,  hel<l  at  Niagara,  the  rate  on  crude  oil  wa^-J  made 
to  the  Standard  over  the  Erie  and  Central  20  cents  i>er  barrel.  The  rates  to  Phila- 
delphia and  lialtimore  were  made  the  same." 


'^Report  of  Industrial  Commission,  Vol.  I,  p.  097. 
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A  brief  struggle  against  this  sort  of  opposition,  with  which  the 
public  is  already  familiar,  resulted,  in  1883,  in  the  practical  surrender 
of  the  Tide  Water  Oil  Company  to  the  Standard  Oil  Compan^^  In 
February,  1884,  the  railroad  rate  on  crude  oil  w^as  raised  to  45  cents  a 
barrel  to  New  York  Harbor,  and  it  was  continued  at  that  figure  until 
1894,  when  it  was  advanced  to  16i  cents  per  hundred  pounds,  or  about 
53  cents  per  barrel.  But  b}^  that  time  the  transportation  of  crude  oil 
to  the  Atlantic  seaboard  by  rail  was  almost  a  thing  of  the  past. 

The  railroad  rates  above  cited  are  those  open  to  shippers  generall3\ 
It  is  alleged  that  much  lower  rates  were  given  the  Standard  Oil  Com- 
pany during  its  tight  with  the  Tide  Water  Oil  Company,  and  this  is,  as 
shown,  the  rinding  of  the  Hepburn  committee  of  New  York.  The 
Bureuu,  however,  has  not  attempted  to  investigate  the  notorious 
abuses  of  this  earlier  period.  It  is  but  fair  to  state  that  the  Tide 
Water  Oil  Company  itself  had  arrangements  for  favorable  rates  over 
railroads  from  the  original  terminus  of  its  pipe  line  at  Williams- 
port,  Pa. 

The  course  of  open  railroad  rates  from  the  Pennsylvania  oil  fields 
to  tidewater  since  1877  is  shown  by  the  following  table  published  by 
the  Interstate  Commerce  Conuuission: 

FREUiHT  RATES  CHARGED  FOR  THE  TRANSPORTATION  OF  (RIDE  TETROLEl'M  FROM 
THE  OIL  REGIONS  TO  PHILADELPHIA.  PA..  BALTIMORE,  MD..  AND  COMMI'NIPAW,  N.  J., 
AT  STATED  DATES,  FROM  DECEMBER  L  1877.  TO  APRIL  1.  1902. 

[Fn>m  Railways  in  the  Tiiited  States,  19(»2,  Part  II.] 


Date. 


From  Olean.  N.  Y.,  Clareiulon,  Pa.,  Kane.  Pa.,  aiul  Warren,  Pa..  t<>— 
Philadelphia.  Pa.und  Baltimore.  Md.  j  Commnnipaw.  N.  J. 

In  tank.s.  i         In  Imrrels.         |  In  tanks.  In  Iwrrel.s. 


Per  bar- 
rel of  315 
Ik)UIh1s. 

Per 
hundred 
iKiunds. 

Per  Imr- 
rel  of  400 
IK)und}». 

Per 
hundn;d 
poinids. 

Per  bar- 
rel of  315 
IM)und.»«. 

Per 
hundred 
[K>und.s. 

Per  Imr- 
rel  of  400 
pounds. 

Per 

hun- 

dn-d 

|K>undM. 

( 'rtttf. 

fV;<^. 

rentM. 

rcntM. 

( entM. 

f'rntH. 

(tntit. 

(W»/«. 

1H77— Dei'.I 

100 

31.75 

100 

25 

115 

•M).  61 

115 

28.75 

Ih7»— Jan.  23 

.May  9 

70 

22.22 

70 

17.5 

K5 

20.98 

S5 

21.25 

•Innei 

June  2;^ 

.,. 

7.94 

(»  25 

:iO 

9. 52 
19.05 
'23.81 

'SO 
00 

7  5 

lsM>— Apr.  1 

.'H) 

15.  h7 

50 

12  5 

00 

15 

May  15 

»■».'» 

•20.  i'a 

♦W> 

n;.25 

IH.75 

June  7 

41 

13.02 

41 

10  25 

00 

19  05 

60 

.50 

15 

Auk.  10 

.'K) 

15.  H7 

^ 

12.  5 

.V) 

15.  H7 

12. 5 

^ept-27 

33 

10.  4H 

3;i 

8. '2.') 

:W 

10.48 

.    :« 

H.-25 

IKMI— <N'l.  1 

lj^H+~Feb.  1 

40 

12.70 

40 

10 

46 

14.29 

45 

11.25 

1K8H— Sept.  13 

l>«iW— <»ct.l.  to  Apr. 

19021  

1  1.  5 

14.5 

10.  5 

ir..  5 

"Cnnlc  an<l  refined  (»il  lake  same  rate> 
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Crude-oil  rates  from  the  Pittsburg  and  Oil  City  districts?  moved  in 
general  correspondence  with  the  changes  show  n  in  the  above  table, 
but  for  a  number  of  years  were  somewhat  higher  than  those  from 
Warren  and  Kane.  Since  1894,  however,  all  the  shipping  points  men- 
tioned have  taken  the  same  rates  to  New  York  Harbor  and  Philadel- 
phia, respectively. 

Another  illustration  of  the  difficulties  which  have  confronted  the 
independent  refiner  who  has  attempted  to  lay  his  own  pipe  lines  to  the 
seaboard  in  competition  with  the  Standard  Oil  Company  is  furnished 
by  the  experience  of  the  United  States  Pipe  Line  Company.  That 
company  struggled  for  years  against  the  most  determined  opposition 
and  tedious  litigation  to  secure  rights  of  way  from  th^  Pennsylvania 
fields  to  the  New  Jersey  shore.  Unreasonable  resistance  was  met  from 
the  Erie  Railroad  w^hen  it  attempted  to  lay  its  pipes  under  the  tracks  of 
that  company.  Finally,  after  actually  laying  its  lines  under  the  Del- 
aware, Lackawanna  and  Western  roadbed  in  defiance  of  the  opposi- 
tion of  that  railroad,  the  company  was  compelled  bv  court  decision  to 
take  them  up  and  turn  southward  to  Philadelphia  for  a  terminal. 

The  Standard  Oil  Compan}'  was  at  this  time  enjoying  rights  of  way 
under  the  tracks  of  various  railroads  crossing  the  State  of  New  Jersey, 
and  there  is  little  ground  for  disputing  the  charges  so  frequently 
advanced  that  the  opposition  of  the  railroads  to  the  enterprise  of  the 
United  States  Pipe  Line  Company  was  largely  dictated  by  its  power- 
ful competitor.  Altogether  nine  years  were  spent  before  this  troubled 
and  costly  project  was  completed.  A  review  of  the  experience  of  that 
compan3%  which  has  more  than  once  been  published,  would  clearly 
show  why  plans  for  the  construction  of  independent  pipe  lines  to  the 
seaboard  no  longer  appeal  to  the  independent  refiner.  Moreover,  it  is 
apparent  that  in  order  to  make  the  openition  of  a  pipe  line  profitable  a 
refiner  must  be  able  to  market  oil  on  a  large  scale.  It  is  here  that 
the  independent  has  encountered  one  of  the  chief  obstacles  to  success. 
A  case  in  point  will  be  sufficient. 

Testimony  was  given  before  the  Industrial  Commission  to  the  efi'ect 
that  in  March,  1896,  the  price  of  illuminating  oil  to  local  merchants  in 
New  York  City  and  vicinity  was  from  1>  to  ^>i  cents  |)er  gallon  for 
tank-wagon  deliveries.  The  Pure  Oil  Company  first  put  a  tank  wagon 
on  the  streets  of  New  York  oir March  9.  The  prices  of  the  Standard 
Oil  Company  were  at  once  reduced,  and  by  July,  ISi^r).  th(*  price  had 
fallen  to  5^  cents  a  gallon.  This  occurrence  and  a  similar  experience 
of  the  Pure  Oil  Company  when  it  entered  the  Philadelphia  market  are 
merely  typical  of  what  has  occurred  over  and  over  again  when  an  inde- 
pendent refiner  has  entered  a  market  in  competition  with  the  Standard 
Oil  Companv. 
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Section  4.  Pooling  agreement  between  National  Transit  Company  and 
Pennsylvania  Eailroad  Company. 

It  has  been  shown  that  the  surrender  of  the  Tide  Water  Oil  Com- 
pany to  the  Standard  Oil  Company  was  ahnost  instantly  followed  hy 
a  sharp  advance  in  railroad  rates  on  crude  oil  to  the  seaboard.  There 
can  be  little  doubt  that  these  rates  were  advanced  and  were  loner  niain- 
tained  at  the  instjince  of  the  Standard  Oil  Company,  with  a  view  to 
keeping  its  competitors  from  establishing  rerineries  at  tidewater. 
This  is,  indeed,  substantially  shown  by  a  pooling  agreement  between 
the  National  Transit  Company,  the  corporation  which  owns  the  pipe 
lines  of  the  Stiindard  Oil  Company  in  the  East,  and  the  Pennsylvania 
Railroad  Company.  This  was  in  the  form  of  a  double  agreement, 
dated  August  22, 1884.  One  contract  provided  for  an  allotment  of  the 
business  of  oil  transportation  to  the  seaboard,  under  which  the  Penn- 
sylvania Railroad  Company  was  to  have  26  per  cent  of  the  entire 
traffic  in  petroleum,  whether  by  rail  or  by  pipe  line. 

In  case  the  railroad  did  not  obtain  such  a  percent^ige  otherwise, 
deliveries  of  crude  oil  were  to  be  made  to  it  at  Milton,  Pa.,  I>y  the 
pipe  line  sufficient  to  make  up  the  full  allotment.  Crude  oil  so  deliv- 
ered was  to  be  I'egarded  as  originating  at  Coalgrove,  Pa.,  and  the  rail- 
road was  to  receive  as  its  revenue  one-half  the  current  through  rates. 
One  of  the  most  important  featur(\s  of  the  contract  was  a  provision 
that  "all  joint  rates  for  the  joint  transportation  of  oil  from  an}- 
delivery  point  of  the  local  pipe  division  aforesaid  to  any  refining  or 
terminal  point  shall  be  fixed  by  the  railroad  company,  sKhjvcf  fft  the 
advice  and  concdrrrnte  of  the  fninxlf  romjHnifj,^^" 

The  second  contract  of  the  same  date  provided  that  instead  of  deliv- 
ering oil  to  the  railroad  at  Milton,  Pa.,  the  National  Transit  Com- 
pany might  perform  the  actual  service  of  transportation.  In  this 
event  it  was  to  receive  for  this  service  not  less  than  6  cents  nor  more 
than  10  cents  per  barrel  out  of  the  revenue  which  would  otherwise 
have  gone  to  the  railroad  company.  This  was  on  what  was  termed  in 
the  contract  "'  Philadelphia  oil."  On  ''New  York  oiP'  the  allowance 
to  the  pipe  line  was  1  cent  per  barrel  more. 

Under  these  contracts,  and  undcmbtedly  as  a  conse<juence  of  them, 
the  National  Transit  Company's  charge  of  45  cents  per  barrel  for  the 
transportation  of  crude  oil  from  Pennsylvania  wells  to  tide  water  was 
maintained  as  the  open  rate  of  the  railroad  for  many  years,  continuing 
in  etfect  until  1S94,  when,  as  almve  stated,  there  was  a  slight  advance. 
That  the  effect  of  this  contract  was  to  maintain  rates  has  })een  prac- 
tic*ally  admitted  by  the  Pennsylvania  Railroad  Company,''  which,  how- 
ever, contended  that  the  rate  was  a  reasonable  one.  since  in  most  cases 
it  was  equivalent  to  from  ♦>  to  7  mills  per  ton  per  mile. 

« Italics  by  Bureau. 

*  Decinion  of  Interstate   Commerce  Commiseiou  \\\  co\\\\i\«Atv\  vA  \Yvv\v;\fe\\\^wV 
Refiners'  Association  of  Titusville,  etc.     I.  C.  C.  Kevotla,  \o\.  T>,  ^^.  \^\. 
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Incidentally  it  may  be  noted  that  the  stipulation  in  the  second  agree- 
ment, that  the  National  Transit  Company  should  receive  not  less  than 
()  cents  per  barrel  in  case  it  actually  performed  the  service  of  trans- 
portation, may  fairly  be  interpreted  as  indicating,  approximately  at 
least,  the  actual  operating  expense  to  that  company  of  pipage.  There 
can  be  little  doubt  that  this  expense  has  since  l>een  reduced  by  improved 
methods. 

According  to  representatives  of  the  Pennsylvania  Railroad  Company, 
this  contract  became  inoperative  in  1892,  but  it  was  not  actuall>'  can- 
celed until  May,  1905,  after  the  investigation  of  the  oil  industry  by 
the  Bureau  had  been  actively  commenced. 

Whether  or  not,  as  the  railroads  maintain,  i*ates  on  crude  oil  from 
the  Pennsylvania  oil  fields  to  the  seaboard  are  reasonable,  the  fact 
remains  that  they  are  virtuallv  prohibitive  in  competition  with  pipe 
lines.  The  principal  pipe-line  systems,  those  of  the  Standard  Oil 
Company,  while  thus  able  to  transport  oil  at  figures  which  would  be 
ruinous  to  railroads,  nevertheless  demand  practically  the  same  charge 
as  the  railroad  mte  from  any  prospective  shipper.  The  Standard  Oil 
Company's  pipe  lines  in  the  East  are  theoretically  conunon  carriers, 
but  practicall3%  as  a  result  of  the  exorbitant  pipage  charge  and  of 
other  causes  as  well,  they  are  not  available  for  shippers  generally, 
transporting  only  the  oil  of  the  Standard  Oil  Company  itself. 

It  is  true  that  the  United  States  Pipe  Line  Company  is  now  in  suc- 
cessful operation.  This  pipe  line,  however,  is  a  small  one,  and  prac- 
tically confines  its  service  to  a  group  of  allied  interests,  including  about 
half  the  independent  refiners  of  Pennsylvania.  This  company,  it  ma}^ 
be  noted,  chiefly  pipes  refined  oil  instead  of  crude,  and  most  of  the 
refined  oil  transported  is  sent  abroad.  The  crude-oil  lino  is  only  4 
inches  in  diameter,  while  those  of  the  Stjmdard  are  6  or  8  inches,  and 
each  can  carry  fron)  two  to  four  times  as  nuich  as  the  crude  pipe  line 
of  the  United  States  Company.  This  pipe  line  has  a  constructive 
charge  for  piping,  which,  in  the  case  of  refined  oil,  is  85  cents  per 
})arrel,  and,  in  th(»  case  of  crude  oil,  27.22  cents  per  barrel.  Recently 
a  temporary  reduction  has  been  made  in  the  case  of  refined  oil  to  20 
cents  per  barrel.  The  company,  however,  actually  buys  the  oil  which 
it  takes  into  its  pipe  lines,  making  settlement  by  deducting  from  the 
market  price  at  seaboard  its  constructive  pipage  charges.  Although 
these  are  much  below  those  of  the  railroads  or  those  of  the  Standard 
Oil  Company,  independent  producers  are  unable  to  take  advantage  of 
the  lines  of  this  company,  except  by  selling  their  oil  to  it. 

Section  5.  Eail  rates  on  crude  and  refined  oil  from  western  Pennsylvania 
to  the  seaboard. 

The  advantages  derived  by  the  Standard  Oil  Company  from  its  sea- 
board location  will  be  discussed  in  more  detail  in  later  portions  of  this 
report.    It  may  he  noted  here,  ho>vevev,  that  the  disadvantages  of  the 
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independent  refiner  in  the  interior  are  not  confined  to  rdten  on  crude 
oil.  When,  in  1884,  these  rates  were  advanced,  the  rail  charges  on 
refined  oil  were  also  raised.  Thus,  the  rate  on  refined  oil  from  the 
Oil  City  district  to  New  York  Harbor,  after  dropping  from  $1.90  per 
barrel  in  1877  to  50  cents  in  1879,  and  remaining  at  48  cents  per  barrel 
from  1881  to  1884,  was  then  advanced  to  52  cents  per  barrel,  and  again 
in  1894  to  16^  cents  per  hundred,  or  about  58  cents  per  barrel.  This 
is  the  rate  on  oil  in  tank  cars.  The  rate  in  barrels  in  the  meantime  has 
been  advanced  from  48  cents  to  66  cents  per  barrel,  the  rate  per  hundred 
jx)unds  being  the  same  at  present  on  bulk  oil  in  tank  cars  as  on  oil  in 
barrels,  including  the  weight  of  the  barrel.  Thus,  in  the  case  of  both 
crude  and  refined  oil,  the  open  changes  in  railroad  rates  from  western 
Pennsylvania  to  the  seaboard  have  operated  against  the  independent 
refiner. 

It  will  be  noted  that  since  ls94  the  railroads  have  charged  exactly 
the  same  rate  on  crude  oil  in  tank  cars  as  on  refined.  In  the  early 
days,  before  the  construction  of  pipe  lines,  a  sharp  distinction  was 
made.  Thus,  in  1877,  the  open  rate  on  crude  oil  from  the  Oil  City  dis- 
trict to  New  York  Harbor  was  $1.40  per  barrel,  whereas  the  rate  on 
refined  oil  was  $1.90  per  barrel.  In  other  words,  the  refined-oil  rate 
was  about  :^5  per  cent  greater  than  that  on  crude.  Similarly,  from 
Olean  to  New  York  Harbor  the  crude-oil  rate  in  1887  was  $1.15  per 
barrel,  whereas  the  charge  on  refined  oil  was  $1.90  per  barrel. 

It  seems  that  the  railroads  might  properly  make  a  distinction  between 

crude  and  refined  oil.     Such  a  distinction  is  made  in  California  and 

Texas,  where  crude  oil  is  genei-ally  transported  at  a  very  much  less 

charge  than  that  imposed  upon  the  finished  product.     This  is  perhaps 

hardly  a  fair  comparison  with  the  East,  since  California  and  Texas 

crude  oil  commands  an  exceedingh'  low  price,  whereas  the  crude  oil 

of  Pennsylvania  fields  is  itself  a  very  valuable  product.     But  under  ^ 

the  common  practice  of  railroads  in  partially  equalizing  competitive 

conditions  in  the  adjustment  of  tariff's,  it  would  seem  entirely  just  and 

proper  that  they  should  ena})le  the  independent  refinei  to  get  his  crude 

oil  to  favorable  distributing  points  before  refining.     It  is  true  that 

this  would  tend  to  take  awav  some  traffic  in  refined  oil  from  the  trunk 

lines  reaching  the  Pennsylvania  oil  fields;   but  the  course  which  the 

railroads  have  followed  has  destroyed  their  traffic  in  crude  oil,  whereas 

a  more  liberal  policy  would  undou})tedly  have  tended  to  build  up  more 

and  larger  independent  plants,  from  which,  even  though  located  at  the 

seaboard,  these  roads  would  undoubtedly  have  obtained  a  large  amount 

of  traffic. 

n.  SECRET  BAILBOAD  RATES. 

The  opportunity  of  the  Standard  Oil  Company  to  take  advantat*e  of 
discriminating  railroad  rates  by  reason  of  the  diversified  location  of  its 
refineries  has  already  been  mentioned.  This  is  forcibly  \llvvt^\.\\\\sjL^'\vw 
the  case  of  special  secret  rates  of  several  raWroad^  \tv  IW  ^oyXXv^^^V^^'cw 
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States,  particularly  the  Pennsylvania  Railroad,  the  Rutland  Railroad, 
and  the  Central  Vermont  Railway. 

Section  6.  Secret  rates  of  the  Pennsylvania  Eailroad. 

A  flagrant  instance  of  discrimination  in  favor  of  the  Standard  Oil 
Company  was  discovered  in  the  course  of  the  investigation  of  the 
records  of  the  Pennsylvania  Railroad  Company  on  shipments  from 
Olean,  N.  Y.  Olean  is  in  the  southwestern  part  of  the  State  near  the 
Pennsylvania  line,  106  miles  from  Rochester  and  70  miles  from  Bufl'alo. 
It  is  in  the  neighborhood  of  the  group  of  independent  refining  centers 
in  northwestern  Pennsylvania  already  noted,  including  Whrren,  Claren- 
don, Struthers,  Bradford,  Titusville,  and  Oil  City.  The  relative  posi- 
tion of  these  refining  points  is  indicated  on  the  accompanying  map. 

Olean  is  exclusively  a  Standard  Oil  Company  shipping  point,  the 
only  refinery  there  being  that  of  the  Vacuum  Oil  Company,  a  subsidi- 
ary' concern  of  the  Standard.  On  the  other  hand.  Warren,  Struthers, 
Bradford,  Titusville,  and  Clarendon  are  exclusively  independent 
refining  points.  This  group  of  towns  is,  roughh',  from  60  to  80  miles 
distant  from  Olean,  and  might  reasonably  be  expected  to  secure  mtes 
into  Rochester  and  Buffalo  which  would  correspond  with  those  from 
Olean  after  allowing  for  the  increase  in  distance,  if,  indeed,  on  the 
principle  of  e(|ualizing  competitive  conditions,  they  were  not  given 
precisely  the  same  rate.  It  is  the  general  poli<'y  of  railroads,  in  fixing 
rates,  to  make  them  relatively  higher  for  short  than  for  long  distances, 
since  the  initial  and  terminal  expenses  are  ordinarily  as  great  in  one 
case  as  in  the  other.  On  a  long  haul  a  'comparatively  short  distance 
between  two  or  more  shipping  points  would  ordinarily  be  ignored,  and 
such  points  would  be  given  the  same  rate  to  a  common  destination. 
On  shipments  from  the  group  of  refining  points  mentioned  to  desti- 
nations no  more  disUmt  than  Bufialo  or  Rochester  a  complete  equal- 
ization of  rates  would  perhaps  hardly  be  expected,  V)ut  the  differences 
of  rate  should  not  be  so  great  proportionately  as  the  difierences  of 
dista!HH>. 

Instead  of  any  such  equitable  adjustment  of  rates,  the  investigation 
of  the  Pennsylvania  Railroad.  Company's  records  developed  secret 
rates  of  a  most  discriminatory  character  in  favor  of  Olean  on  ship- 
ments to  several  points  mentioned  below.  These  rates,  furthermore, 
were  mainly  used  in  connection  with  blind-billing.  By  blind-billing, 
as  is  more  fully  explained  on  page  76,  is  meant  the  use  of  a  waybill 
w  hich,  instead  of  showing,  as  is  usual,  the  rate  and  amoupt  of  freight 
charges,  omit^  both  these  items.  Freight  charges  on  such  blind- 
bill  shipments  are  collected  directly  })y  the  general  office  of  the  mil- 
road  instead  of  through  the  local  agent  at  the  station  of  origin  or 
destination. 

Although  the  Pennsylvania  Railroad  Company  employed  ])lind-bill- 
ing^  from  Olean  in  the  case  of  some  rat^s  which  were  published,  the 
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most  important  oil  rates  applied  in  connection  with  blind-billing  were 
of  a  distinctly  secret  character,  the  authority  being  in  the  form  of 
typewritten  orders  conspicuoush^  lal)eled  in  large  type  ''Not  to  be 
posted."  In  earlier  years  there  were  several  of  these  so-called  rate 
orders  covering  blind-billing  of  oil  from  Olean,  but  in  January,  19(>f), 
the  more  important  of  these  rates  were  consolidated  in  a  single  rate 
order  (No.  S-83).  As  the  rates  were  the  same  as  those  in  effect  in 
1904,  a  copy  of  this  recent  order  is  here  given  instead  of  copies  of 
the  various  earlier  orders. 


NOT  TO  BE  POSTED. 

Pennsylvania  Railroad  Company. 

Philadelphia,  Baltimore  &  Washington  Railroad  Company. 

Northern  Central  Railway  Company. 

West  Jerney  &  Seashore  Railroad  Company. 

Ottice  of  the  Divinion  Freight  Agent. 

BrFFALo,  N.  Y.,  Jon.  Ut,  1906. 
AgeniSj  Buffalo,  X.   )'.,  O/etnij  X.   )'.,  und  Rochester,  X.   Y. 
Dear  Sir:  You  will  charge  the  raten  nameil  Ijelow  on  shipments  from 


KATK  ORDER  NO.  S-KJ. 

Articles.  .  Raten.        Per,  In  lots  oi. 

'    Petroleum  and  itj*  produeti*. 
( Between  )()lean,N.Y..aiul—  I 

RcK'heMter.  N.  Y -^  In  tank  cars 9c     Barrel...    Capaeitv  of  tank. 

(JeneHi'e  Jcl.,  N.  Y |ln  Ik)x  eaix lie  "      ...    2I.0(K)  lbs.  inin. 

(The  alM>v«'  rales  will  apply  in  iM.th  direction!*.) 
Pttntlrnm  uml  itit  prodtietti. 

(Between)    Buffalo.   N.  Y..    |In  tank  cars lOe     Barrel...    Capt.  oftank. 

and  Olean,  N.  Y.  lln  Ix.x  cars 124e         "       ...    24.000  lbs.  m in. 

(The  above  nit<'s  will  apply  in  both  directions.) 

I*t1ittleum  <in*l  ify  prtHltitin. 

From     Buffalo.     N.    Y..    to    fin  tank  cars l.Sc     Barrel ...    Ca|»t.  of  tank. 

Rochester.  N.  Y.  (I"  l'<»x  <*Hrs 20c  j       "       ...    24  000 11)8.  min. 

This  cancels  R^ite  Onler  N(>.  .<^H87.  dated  Aujr.  rjth.  1903,  and  No.  lS3iO,  dated  (XI.  8th.  190:j. 

File  :6rm  ;  i 

Old  File  !axr>.  I  I 

I 

All  rates  are  governed  by  the  rnle.«  and  regulatioiiH  of  clawifitation  in  effect 
at  timt'  of  nhipment,  iinlea**  otherwiw  noted. 

THIS  ORDKK    D<)K>*  NOT    KXIMRE  WITH    THE   CALENDAR    YEAR,    BIT    RE.MAINH    IN   EFFECT 

INTIL    REVOKED. 

Y(Mirs  truly,  File 

(Signed  >  K.  T.  Johnson,  Dinninn  Freight  Agnit. 

Copy  to  auditor. 
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The  secret  nature  of  these  rates  is  sugge^jted  by  the  instructions  not 
to  post.  Officials  of  the  Pennsylvania  Railroad  Company  did  not  pre- 
tend that  the<$e  rates  were  either  iK)sted  or  filed  with  the  Interstate 
Commerce  Commission,  maintaining  that  these  were  State  rates,  and 
as  such  were  not  required  to  be  either  posted  or  filed. 

The  contention  that  these  rates  were  secret  is  not  based  on  this 
failure  to  file  them,  nor  altogether  on  the  instructions  not  to  post 
them;  but  in  view  of  these  circumstances  and  the  further  fact  that 
these  rates  were  only  one-fourth  to  one-third  the  open  rates  from 
Olean  and  other  competitive  points,  that  they  were  used  in  connec- 
tion with  blind-billing  and  that  they  were  wholly  unknown  to 
the  competitors  of  the  Standard,  there  can  be  no  doubt  that  they 
were  secret.  It  mav  be  noted  further  that  a  large  number  of  other 
State  rates  of  the  Pennsylvania  from  Glean  and  other  points  were  tiled 
with  the  Interstate  Commerce  Commission. 

While  this  order  is  addressed  to  local  agents,  it  was  apparently  sent 
to  the  auditor  only.  In  any  event,  the  rates  named  were  not  entered 
by  the  local  agents  on  the  billing. 

Olean-Rochestek  RATE.— The  most  important  of  the  rates  covered 
by  this  rate  order  is  that  of  9  cents  per  barrel  (of  50  gallons)  on  oil  in 
tank  cars,  in  effect  from  Olean  to  Rochester.  This  is  equivalent  to 
about  2.8  cents  per  hundred  pounds,  the  weight  per  barrel  in  tank 
cars  i)eing  taken  at  320  pounds.  The  rate  of  11  cents  i>er  barrel  on 
oil  in  barrels  from  Olean  to  Rochester  amounts  to  practically  the  same 
per  hundred  pounds,  a  barrel  and  its  contents  ])eing  arbitrarily  as- 
sumed b}'  railroads  to  weigh  400  pounds.  The  Pennsylvania  liailroad 
Company,  it  may  be  noted,  had  in  1904  no  published  tariff  rat^  on 
petroleum  from  Olean  to  Rochester.  Its  open  rate  ori  lard  and  linseed 
oil  was  9  cents  per  hundred  pounds.  The  better  basis  of  comparison, 
however,  is  with  the  published  rate  of  the  P^rio  Railroad  Company 
on  petroleum  from  Olean  to  Rochester,  which  is  lo^  cents  per  hundred 
pounds,  or  88.(5  cents  per  barrel.  This,  moreover,  was  the  fifth-class 
rate  of  the  Pennsylvania  to  Rochester  in  1904.  In  other  words,  the 
Vacuum  (Standard)  Oil  Company  at  Oleftn  secured  an  advantage  from 
the  PennsA'lvania  Railroad  Company  on  shipments  into  Rochester  of 
7.7  cents  per  hundred  pounds,  or  nearly  25  cents  per  l)arrel.  as  against 
the  open  rate  of  the  P^rie  Railroad.  This  is  eciuivalent  to  about  one- 
half  cent  per  gallon,  a  figure  which  to  the  average  independent  refiner 
would  mean  a  satisfactory  profit  on  his  ])usiness. 

The  pronounced  discrimination  effected  by  this  secret  rate,  as  com- 
pared with  charges  from  independent  refining  points  in  western  Penn- 
sylvania, is  clearly  brought  out  by  the  following  ttible,  showing  the 
distances  from  Olean  Jind  several  independent  ))oints  to  Rochester, 
together  with  the  rat(»s. 
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COMPARISON'  OF  OIL  RATES  AND  OF  DISTANCES  FROM  VARIOUS  POINTS  TO  ROCHESTER 
VIA  THE  PENNSYLVANIA  RAILROAD.  19(M. 

Distance.  ^J?^^^;*"  '         To  Rm-hester  from-  Distance.  ^^^J^J}^;!" 


To  Rochester  from— 


Olean 

Clarendon. 
Oil  City.... 


Milct^.  (nits.     ;,  .Vi7f*«.  '  (Ynts. 

l(Xi             9       !  Struthers '  165  ,           88.4 

174            4H.4      Titusville 222           ^  45 

223            38.4    I  Warren 167  '           46.4 


« In  tank  can*.  '» Rate  in  wood  b*irrel.'». 

[Note— These  are  rates  of  the  Pennsylvania.  The  Lake  Shore  ha<!  a  rate  of  38.4  cents  in  tank  cars 
from  Titiwvllle  and  Warren  after  July,  1904.] 

From  the  foregoing  table  it  will  be  seen  that  agninst  a  mte  of 
9  cents  per  barrel  in  tank  cars,  allowed  to  the  Vacuum  Oil  Company 
on  shipments  to  Rochester  fnmi  Olean,  a  distance  of  10()  miles,  inde- 
pendent shippers  at  Struthers  were  chargt^d,  and  they  actually  paid,  in 
some  instances,  a  mte  of  12  cents  per  hundred  pounds  for  a  distance  of 
165  miles.  This  rate  of  12  cents  per  hundred  pounds  from  Struthers 
to  Rochester  is  equivalent  to  38.4  cents  per  barrel  on  oil  in  lank 
cars.  In  other  w^oitis,  for  a  distance  of  about  one  and  one-half  times 
that  from  Olean  into  Rochester,  independent  shippers  at  Struthers 
were  charged  considerably  more  than  four  times  the  secret  Olean- 
Rochester  mte  enjoyed  by  the  Vacuum  Oil  Company  under  blind- 
billing.  The  enormous  disparity  l>etween  the  two  rates  is  aggravated 
by  the  fai't,  already  alluded  to,  that  under  usual  milroad  pmctice  there 
would  be  a  tendency  toward  equalization  of  the  rate  from  Struthers 
with  that  from  Olean.  The  Erie  Railroad  Company's  rate  of  loi  cents 
per  hundred  pounds  from  Olean  to  Rochester,  as  compared  with  the 
mte  of  12  cents  per  hundred  ix>unds  from  Struthers  via  the  Pennsyl- 
vania, indicates  what  the  railroads  themselves  consider  a  normal  rela- 
tion l>etween  the  mtesfrom  these  points.  It  is  not  surprising,  in  view 
of  this  marked  discrimination  in  favor  of  Olean  by  the  secret  mte  of 
the  Pennsylvania  Railroad,  that  local  shipments  from  Struthers  into 
Rochester  were  very  infrequent. 

From  Oil  City,  which  is  223  miles  from  Rochester,  the  oil  mte  is 
the  same  as  from  Struthers.  This  ignoring  of  a  ditference  of  about 
00  miles  in  distance  between  Struthers  and  Oil  City  brings  out  only 
more  forcibly  the  discrimination  in  favor  of  Olean,  and  makes  it  still 
less  possible  to  defend  it  on  the  ground  of  length  of  haul. 

The  situation  of  Struthers  in  comparison  with  Olean,  in  shipping 
oil  to  Rmhester,  is  substantially  the  same  as  that  of  the  other  inde- 
pendent refining  centers  in  its  vicinity.  From  some  of  these,  how- 
ever, the  mte  of  the  Peiui.sylvania  is  144  events  per  hundred  pounds,  or 
40.4  cents  |>er  ])arrel,  thus  placing  thoe  points  at  a  still  further  dis- 
advantage as  compared  with  Olean. 
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The  dLseriminatory  character  of  this  9-cent  rate  is  farther  brought 
out  b\^  the  following  table,  comparing  it  with  those  from  several 
independent  refining  points  on  a  ton-mile  basis: 

COMPARISON    OF  OIL    KATKS    PER    T0;n    PER   MILE    FROM   VARIOUS    POINTS   TO 

ROCHESTER,  1904. 


To  Ro(;hester 
from— 


1  ^.  Rate  t>or    ^^®  ^^^ 

Distance.  ****1*^„P^^    U>n  per  i 


To  Rochester 
from— 


Distance.  ^;^^^^  \  ton  per 
!  "*"•      I     mile. 


Olean 106 

Stnithers j  165 

Oil  City 223 


80.56  ' 
2.40 
2.40 


0.53 
1.45 
L08 


j  MilfS. 

Clarendon 174 

Titusville i  222 

Warren 167 


I 


S2.30 
2.81 
2.30 


Cents. 
1.32 
1.27 
1.38 


1 


A  comparison  of  these  raXes  with  the  tifth-class  rates  from  the  same 
points  also  indic>ates  in  a  striking  manner  the  discriminatory  character 
of  the  rate  of  9  cents  per  barrel  from  Olean.  The  fifth-class  rate  is 
the  one  most  nearly  corresponding  to  the  oil  rate  in  the  Middle  Atlantic 
States,  and  is  the  one  frequently  applied  to  petroleum  oil  in  the  absence 
of  a  commodity  tariff.  The  fifth-class  rate  in  1904  from  all  the  independ- 
ent refining  points  named  in  the  preceding  tables  to  Rochester  was  11 
cents  per  hundred  pounds,  and  from  Olean  10^  cents  per  hundred  pounds. 
The  nite  on  oil  from  Olean,  however,  was  but  2.^^  cents  per  hundred 
pounds,  while  from  the  competitive  points  named  it  was  from  12  to 
14i^  cents.  Thus,  against  a  difference  in  these  fifth-class  rates  of  only 
one-half  cent  per  hundred  pounds,  Olean  obtained  an  advantage  in  the 
oil  rate  of  from  about  9  to  12  cents  per  hundred.  This  enormous 
advantage  was  simply  prohibitive  against  the  independent  refiner. 

The  movement  of  oil  from  Olean  to  Rochester  at  this  9-cent  i-ate 
was  very  large,  amounting  in  the  year  r.*04  to  over  4»iO,0(K)  barrels* 
as  will  be  seen  from  the  following  table,  giving  the  tiink-car  shipments 
for  each  month.  The  volume  of  shipments  in  barrels,  on  which  the 
secret  rate  of  11  cents  per  barrel  was  applied,  is  also  shown. 

VOLUME  OF  SHII'MENTS   FROM   OLEAN   TO   ROCHE.'^TER    IN   TANK   CARS   AND  IN 

BARREIX  VJM. 


Month.  19(M. 


In  tank 
cars,  at 
y  c«'nts 
IKT  bar- 
rel rate. 


In  Uirrcls,  i 

at  11  centx 

ficr  bHrrel 

rate. 


Month.  1901. 


,:.rVfr-i.-oMy:-> 

ri'l  rate. 


rate. 


Jhiriff}'. 

•lannary '  4:i.  s06 

Ft'l.ruary :i2. 312 

.March '^9,:M)0 

April 29,769 

May 27.479 

Jnnc %'y,'279 

.Inly 36,230 


linr 


4-H) 
ISO 
1-22 
l.s<) 
'MM) 

42(> 


AiljfUHt :i9.(»Sl   I 

September JT.  4.Vi 

October 41,ls4  | 

November 4^, ;'.% 

Dt'cembrr 4H.i;i6 

Ti.tal 4r.:i.9fkS 


Jtnrreh. 

540 
600 
618 
120 
240 


4.375 
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Accepting  the  published  rate  of  KH  cents  per  hundred  pounds,  or 
83.6  cents  per  barrel,  of  the  Erie  Railroad  as  the  proper  basis  for 
comparison  in  the  absence  of  a  published  rate  over  the  Pennsylvania, 
the  saving  to  the  Standard  Oil  Company  on  its  shipments  into 
Rochester  in  the  year  19U4  would  amount  to  approximately  $115,(X)0. 
Obviously  this  sum  alone  can  not  be  considered  as  fully  measuring 
the  benefit  of  this  rate  to  the  Standard  Oil  Company.  The  immense 
advantage  which  this  special  mte  gave  that  company  in  depriving  inde- 
pendent refiners  of  markets  and  in  thus  increasing  the  volume  of  its 
sales  must  also  be  considered. 

The  traffic  manager  of  the  Standard  Oil  Companj^  in  discussing  the 
secn^t  rate  of  the  Pennsylvania  Railroad  from  Olean  to  Rochester, 
argued  that  it  was  intended  to  cover  untinished  products  which  were 
to  be  treated  and  finished  at  the  Rochester  refinery.  He  declared  that 
unless  low  rates  had  been  made  on  such  products  the  Standard  would 
have  built  a  pipe  line  between  the  Olean  and  Rochester  plants.  The 
obvious  answer  to  this  argument  is  that  this  rate  applied,  until  very 
recently,  as  far  as  shipments  to  Rochester  are  concerned,  to  both 
finished  and  unfinished  products.  The  shipments  of  finished  products 
at  this  rate  in  liH)4  exceeded  1,000  cars.  Furthermore,  the  injustice 
of  allowing  an  esp<^cially  low  rate  on  unfinished  proilucts  to  the  Stand- 
ard Oil  Companv  exclusively  is  forcibly  emphasi;5ed  by  the  treatment 
of  crude  oil  by  railroads  running  to  the  Atlantic  seaboard.  It  would 
l>e  an  enormous  advantage  to  independent  refiners  in  the  interior  if 
the  railroads  would  make  low  rates  on  crude  oil,  since  this  would  tend 
to  enable  such  refiners  to  estal)lish  plants  at  tidewater  and  thus  gain 
ready  access  to  the  great  coiisuming  markets  on  the  coast.  Instead 
of  this,  as  already  shown,  crude  oil  is  charged  exactly  the  same  rate 
as  refined  oil  from  the  Pennsylvania  fields  to  tidewater. 

Olean-Geneske  Junction  iiATE. — There  was  no  published  tariff 
in  1904  on  pt^troleum  oil  from  Olean  to  (ienesee  »I unction,  which  is 
the  junction  of  the  P(»nnsylvania  with  the  southern  or  Auburn  divi- 
sion of  the  New  York  Central.  As  the  latter  point  is  only  a  short 
distance  from  Rochester,  it  would  presumably  take  the  same  rate  as 
Rochester  under  a  published  tariff.  It  did  take  the  same  under  the 
secret  rates  of  the  Pennsylvania,  viz,  U  cents  p(»r  barrel  in  tank  cars 
and  11  cents  in  barrels.  No  further  comment  is  needed  on  the  dis- 
criminatory character  of  this  rate.  The  volume  of  business  to  Genesee 
Junction,  however,  is  relativeh'  unimportant,  amounting  in  the  year 
19<>4  to  about  l*,ooo  barrels  in  tank  cars  and  to  rather  more  than 
1,50<>  barrels  in  wood. 

OleaN'Buffai/)  KATE. — As  ill  the  case  of  Rochester,  there  was  no 
published  tiiriff  on  petroleum  over  the  Pennsylvania  Railroad  from 
Olean    to   Buffalo.     The   rate   from    Bradford,  Pa.,  however,   which 
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would  normall}'^  be  the  same  as  from  Olean,  was  10  cents  per  hundred 
pounds,  or  32  cents  per  barrel,  and  this  rate  applies  to  practically  all 
the  independent  refining  points  of  western  Pennsylvania.  Against 
this  rate  to  independent  refiners  the  Vacuum  (Standard)  Oil  Company, 
at  Olean,  obtained  from  the  Penns^^lvania  Railroad  Company  a  rate  of 
10  cents  per  barrel  in  tank  cars  and  a  rate  of  12^  cents  per  barrel  in 
box  cars.  These  rates  are  equivalent  to  a  little  more  than  3  cents  per 
hundred  pounds,  the  weight  of  a  barrel  in  tank  cars  being  estimated 
at  320  pounds  and  in  wood  at  400  pounds.  The  discrimination  against 
independent  refiners  in  this  instance  is  clearly  brought  out  b\^  the  fol- 
lowing table: 

COMPARISON   OF   OIL    RATES    AND   OF  DISTANCES   FROM   VARIOUS   SHIPPING    POINTS 
TO  BUFFALO  VIA  PENNSYLVANIA  RAILROAD,  1904. 


To  Buffalo  from—  Distance.  ^^JP^Jf^  To  Buffalo  from—  Distance. 


Miles, 

Olean.  N.Y 70  "10      Rouseville,  Pa 1*4 

Bradford,  Pa 92  ^32     Struthers.  Pa 126 


Miles. 

Cents. 

70 

«I0 

92 

632 

132 

32 

las 

32 

..     L_ 

Rate  per 
barrel. 


Oents. 
32 
82 

Clarendon.  Pa 132  32     Titusville.  Pa 121  j  82 

Oil  City.  Pa laS  32      Warren,  Pa 124  82 


a  ThL-M  rate  applied  to  tank  cars  only.    The  rate  in  wood  from  Olean  was  I2i  cent,s  per  barrel. 
ftThifi  wasthe  rate  of  the  Pennsylvania:  the  Erie  Railroad  had  a  rate  of  8i  cents  per  hundred 
pounds,  or  27.2  cents  per  barrel,  in  tanks,  and  34  cents  in  wo<m1. 

From  the  above  table  it  will  be  seen  that  the  distance  from  Olean 
to  Buffalo  is  70  miles  and  from  Bradford  to  Butfalo  1^2  miles.  For 
an  additional  haul  of  22  miles,  therefore,  there  was  an  increase  in  the 
rate  of  22  cents  per  barrel;  or,  against  an  increase  of  about  30  per  cent 
in  the  distance  there  was  an  increase  of  over  20<>  per  cent  in  the  rate. 
On  a  car  of,  say,  225  barrels  the  difference  in  favor  of  Olean  would  be 
$49.50.  With  such  an  advantage  possessed  bv  the  SUuidard  Oil  Com- 
pany, local  shipments  of  refined  oil  from  the  independent  points 
named  to  Buffalo  were  naturally  unimportant.  The  discrimination 
was  prohibitive  in  favor  of  the  Standard  Oil  Company. 

It  is  important  to  note  that  in  respect  to  the  various  independent 
points  mentioned  in  the  table,  the  Pennsylvania  Kailroad  Compan3% 
following  the  recognized  policy  of  railroads  in  making  commodity 
rates,  ignored  moderate  differences  in  distance  in  order  to  put  several 
competing  interests  on  an  equal  footing  in  respect  to  a  large  market. 
Thus  the  rate  was  uniformly  32  cent^?;  per  barrel  for  these  independent 
points,  although  the  distance  varied  from  t^2  miles  in  the  case  of 
Bradford  to  138  miles  in  the  case  of  Oil  City.  This  policy  of  equalizing 
rates  from  these  independent  shipping  points  emphasizes  the  great 
discrimination  in  favor  of  Olean. 

A  farther  indication  of  the  discriminatoiy  character  of  this  rate  of 
10  cents  per  barrel  from  Olean  to  Buffalo  may  be  obtained  from  the 
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following  table^  which  compares  it  with  those  from  sevei-al  independ- 
ent points  on  a  ton-mile  basis: 

COMPARISON  OF  RATES  PER  TON  PER  MILE  FROM  VARIOUS  POINTS  TO  BUFFALO,  1904 


To  Buffalo  f  roiii— 


Olean 

Bradford.. 
Strutben*  , 


Distance.'  ^**!f„P^''i  ton  per      To  Buffalo  from—  I  Distance.!  ^t^l^^**" 
^*"-      '     mile.  **^"* 


Miks. 
70 

1 
126 


1 


80.625 
2.00 
2.00 


Cenlf. 
0.89 
2.17 
1.59  ■ 


Oil  City. -i^. 
Rouse  vi  He. 


138  I 
134  ; 

I 


82.00 
2.00 


Rate  per 
ton  per 
mile. 


Cents. 
1.46 
1.49 


From  this  comparison  it  appears  that  whereas  Olean,  bein^  nearer 
Buffalo  than  any  of  the  other  points,  would  normally  take  a  higher  rate 
per  ton  per  mile,  it  actuall}-  takes  not  only  a  lower  rate  per  ton  per 
mile,  but  a  very  much  lower  one. 

This  rate  of  10  cents  per  barrel  from  Olean  to  Buffalo  is  equivalent 
to  about  3.1  cents  per  hundred  pounds.  Its  discriminatory  character 
is  further  brought  out  b}'  the  following  comparison  of  this  and  rates 
on  oil  from  independent  shipping  points  to  Buffalo  with  the  corre- 
sponding fifth-class  rates: 

COMPARISON  OF  OIL  RATES  AND   FIFTH-ULASS   RATES   FROM  OLEAN  AND   FROM 
COMPETING  POINTS  TO  BUFFALO.  1904. 

[Rates  in  cents  i)er  hundred  pound.s.] 


To  Buffalo  from— 

Fifth- 
claHH 
rate. 

Olean 

Bradford 

Stnithcrs 

8..i 
9 

8.5 

Oil  rate. 


Oil  rate 

al)<)ve 

fifth-cUss 

rate. 


To  Buffalo  from— 


Fifth- 
cla*«« 
rate. 


I  Oil  rate. 


9.5 
9.5  , 


10 
10  , 


'  Oil  raw 

above 

tifth-clajw 

rat4.». 

0.5 
.5 


3.1  "5.4      Oil  City 

10  1  Rousi'vilk* 

10  1.5 

a  Below  rtfth-cla»»  rale. 

It  will  thus  be  seen  that  the  oil  i-ates  to  Buffalo  are  higher  than  the 
fifth-class  rates,  with  the  single  exception  of  Olean.  The  rate  from 
that  point  is  not  only  !)elow  the  fifth-class  rate,  but  very  nuich  below  it, 
amounting  in  fact  to  les.s  than  4<J  ihm-  cent  of  it.  The  actual  reduction 
from  the  fifth-class  mte  is  5.4:  cents,  whereas  the  other  oil  rates  are 
from  i  to  H  cents  above  the  corresponding  tifth-class  mtes.  The  net 
advantage  of  Olean  on  the  Iwisi.s  of  a  comparison  with  fifth-class  rates, 
therefore,  is  the  sum  of  these  differences,  and  varies  from  5.9  cents  to  H.9 
cents  per  hundred  pound.s,  or  from  about  IJ*  cents  to  22  cents  per  barrel. 
As  is  more  fully  explained  on  page  ♦19,  it  is  not  intended  by  this  com- 
parison to  imply  that  the  tifth-class  rate  is  necessarily  the  proper  i-ate 
to  apply  to  petroleum;  but,  in  the  absence  of  special  circumst^mces, 
which  do  not  exist  in  res[H»ct  to  the  group  of  shipping  }>oints  men- 
tioned, there  should  be  no  decided  differences  in  the  relationship  of  the 
oil  rates  to  the  fifth-class  rates  from  these  po\ut.s,\\iv\^<»$5»io\\\v^\\\vtv2»^^ 
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of  t^qualizing  the  former  in  spite  of  slight  variations  in  the  class  rate. 
Such  equalization  of  oil  rates  is  practiced  in  the  case  of  Bradford, 
Struthers,  Oil  City,  and  Rouseville.  In  the  case  of  Olean  alone  there 
has  been  a  departure  from  the  general  relationship  between  the  oil 
rate  and  the  class  rate,  and  the  result  of  this  departure,  as  clearly 
shown,  is  to  produce  a  very  decided  discrimination  in  favor  of  Olean, 
or,  in  other  words,  in  favor  of  the  Standard  Oil  Conipany. 

The  volume  of  business  from  Olean  to  Buffalo  on  these  secret  mtes, 
while  much  less  than  that  moved  to  Rochester,  was  nevertheless  consid- 
erable. During  1904  the  Standard  shipped  55,925  barrels  in  tank  cars 
at  the  10-cent  rate  and  335  barrels  in  box  cars  at  the  l^i-cent  rate. 

BuFFALO-RociiKSTER  RATE. — Tlic  secret  rates  of  the  Pennsylvania 
from  Buffalo  to  Rochester — 15  cents  per  barrel  on  oil  in  tank  cars  and 
20  cents  per  barrel  in  wood — while  open  to  objection  on  account  of  their 
secrecy,  are  less  important  than  the  rates  from  Olean  to  Rochester 
and  to  Buffalo,  because  the  volume  of  business  moved  under  them  was 
comparatively  small.  The  Pennsylvania  Railroad  had  no  published 
rate  on  oil  from  Buffalo  to  Rochester.  The  rate  of  the  New  York 
Central,  under  a  tariff  issued  in  January,  1903,  was  9i  cents  per  hun- 
dred pounds,  or  30.4  cents  per  barrel.  It  was,  therefore,  more  than 
twice  the  secret  rate  of  the  Penns}  Ivania  on  tank-car  shipments. 

Use  of  secret  rates  on  oil  from  Olean  destined  to  points 
BEYOND  Rochester,  Genesee  Junction,  and  Buffalo. — A  large 
part  of  the  oil  billed  from  Olean  to  Rochester  consists  of  lul)ricating 
stock  for  the  Vacuum  Oil  Company's  large  lubricating  plant  at  the 
latter  point,  where  much  of  it  is  treated  and  finished  under  various 
brands  and  shipped  thence  to  various  parts  of  the  count  ry.  A  consider- 
able quantity  of  the  lighter  products  of  the  Olean  refinery,  however, 
shipped  under  the  secret  rates  to  Roc^hester,  Genesee  Junction,  and 
Buffalo,  was  actually  consigned  to  points  l)ey()nd.  The  billing 
records  at  Olean  indicated  that  a  large  territory  in  central  and  north- 
ern New  York  was  reached  by  combining  the  secret  rates  to  these 
points  with  rates  of  other  carriers  for  the  portion  of  the  haul  handled 
by  the  latter.  The  following  is  a  list  of  destinations  in  New  York 
State  reached  via  Rochester  under  blind-billing  in  comiection  with 
secret  rates  from  Olean  to  that  point  in  December,  11M)4: 

Ix)wville.  Watkins.  ( )^dt*nsburjj:. 

Despatch.  Clifton  Springs.  Saranac  Lake. 

Massena  Springs.  Watertown.  Clayton. 

r>ekalb  Jnnction.  Carthage.  Fulton  Chain. 

Adams.  Pulaski.  Ctiea. 

Schenectady.  Tup|)er  Liike.  Potsdam. 

Albany.  Theresa.  Unoneville. 

Williamson.  C^amden.  Syracuse. 

Wolcott.  Lawrence.  Oswegatchie. 

Long  Lake  West.  (iouverneur. 

Dundee.  Malone. 
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The  following  point*  were  reached  in  the  same  manner  via  (ienesee 
Junction: 

Saujjertiej?.  West  Nyack.  Coxsackie. 

Catskill.  llaverstraw. 

The  follow injjf  points  were  reached  in  a  similar  manner  via  Buffalo : 

Niagara  Falln.  Black  Rock.  Lockj>ort. 

I)epew.  I^ckawaniia.  Wilson. 

More  than  70<)  cars  of  finished  products  of  the  Olean  refinery  were 
shipped  to  the  above  destinations  in  eleven  months  of  liM)4,  on  which 
secret  rates  of  the  Pennsvlvania  were  used  up  to  the  junction  points 
named.  During  the  same  period  over  100  cars  were  shipped  in  the 
same  way  to  scattered  destinations  in  New  York  not  shown  in  the 
above  list.  The  volume  of  business  was  apparently  sufficient  to  cover 
the  recfuirements  of  most  of  these  localities. 

The  territory  thus  served  is  indicated  on  the  accompanying  map. 

The  use  of  this  secret  rate  in  connection  with  interstate  business  is 
discussed  lat^r  (p.  Km;). 

History  of  secret  rates  used  in  connection  with  blindrill- 
IN(;. — AccoVding  to  representatives  of  the  Pennsylvania  Knilroad 
Company,  the  only  points  on  its  system  from  which  }>lind-billing  was 
employed  on  petroleum  are  those  already  referred  to,  and  this  state- 
ment is  borne  out  by  a  fairly  complete  examination  of  its  records. 
These  shipping  points  are  all  on  the  Western  New  York  and  Pennsyl- 
vania Railway,  which  was  acciuired  by  the  Pennsylvania  Itailroad 
Company  in  UW).  At  that  time,  represenbitives  of  the  Pennsylvania 
Railroad  Company  state  they  found  the  secret  rates  in  effect  and 
handled  by  blind-))illing,  and  they  have  since  continued  to  use  them 
in  the  same  manner,  with  some  slight  mo<lifications;  but  that  fact  is 
no  excuse  for  continuing  tl>e  rates. 

The  earliest  authority  for  the  secret  rates  al)ove  quoted  that  was 
found  in  the  records  of  the  Pennsylvania  Railroad  Ccmipany  is  a  rate 
order  dated  Octo)>er  2,  liK)l,  which  luuned  the  rate  of  J)  cents  pi»r 
barrel  on  petroleum  and  its  products,  in  tank  cars,  from  Olean  to 
Rochester,  aid  the  rate  of  1 1  cents  per  Imrrel  for  the  same  movement 
in  wood.  Similar  orders  of  differeiit  dat(^s  were  found  to  cover  the 
secret  rates  from  Olean  to  Buffalo  and  from  Buffalo  to  Rochester. 
Thes(»  rates  were,  however,  in  use  by  the  Western  New  York  and 
Pennsylvania  Railway  for  a  long  time  prior  to  its  absorption  by  the 
Pennsylvania  Railroad  Company.  There  were  various  reissues  of 
these  rates,  and  on  January  1,  1JHM>,  s(>veral  of  them  wen*  consolidated 
in  a  single  rate  order.  No.  S-S3,  a  copy  of  which  has  already  be<Mi 
presented  (p.  J»8).  Some  weeks  after  an  investigation  of  the  l*enn- 
S3'lvania  Railroad  Company's  petroleum  records  had  Ix^en  made  by 
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the  Bureau,  that  company  canceled  rate  order  S-83  and  issued  in  its 
place  another,  dated  March  5, 1906,  which  limited  the  low  rates  named 
in  rate  order  S-83  to  ''  unfinished  petroleum  refinery  stock,"  as  shown 
by  the  following  letters: 

The  Pennsylvania  Railroad  Company, 
Office  of  the  Freight  Traffic  Manager, 

General  Office,  Broad  Street  Station, 

Philadelphia,  April  12,  1906. 
Mr.  James  Rudolph  Garfield, 

(hmmi^ioner  of  Corporations,  Department  of  Commerce  and  Ifilnyr, 

Washington,  D,  C. 
Dear  Sir:  I  have  your  letter  of  the  5th  instant,  in  acknowledgment  of  mine  of 
the  4th,  and,  responding  to  your  inquiry,  beg  to  say  that  rate  order  S-83  of  January 
1,  1906,  has  been  canceled,  and  so  much  as  remains  in  effect  to-day  of  the  rates 
shown  in  the  rate  order  referred  to  is  covered  by  our  issue  S-128  of  March  5,  1906. 
This  rate  order  gives  rates  on  unfinished  petroleum  refinery  ptock  between  Glean 
and  Rochester  and  Genesee  Junction,  N.  Y.,  in  tank  cars,  9  cents  per  barrel,  mini- 
mum carload  maximum  capacity  of  tank;  in  box  or  stock  cars,  in  barrels,  11  cents 
per  barrel,  minimum  24,000  pounds.  These  rates  apply  in  both  directions.  Sliip- 
mentfi  between  other  points  mentioned  in  rate  order  S-8.3  are  nowjtaking  fifth-class 
rates  regularly  applying. 

You  are  correct  in  your  understanding  that  the  practice  of  blind-billing  has  been 
discontinued.  ♦. 

Yours,  truly,  Geo.  D.  Dixon,  Freight  Traffic  Manager. 


Pennsylvania  Railroad  Company, 
Office  of  the  Freight  Thakfk-  Manager, 

General  Office,  Broad  Street  Station, 

PhUadelphia,  April  17,  1906. 
Mr.  James  RriK)LPii  Garfield, 

('ommimoner  of  Corporations,  DejHirtmaU  jf  Coiumern'  and  lAtftor, 

Washington,  I>.  C. 
Dear  Sir:  I  have  your  letter  of  the  I6tli  instant,  acknowle<lgini^  rtn-eipt  of  mine 
of  the  12th,  relative  to  rate  orders  8-S3  and  128.     My  letter  referred  to  completely 
quotes  8-128,  and  I  give  you  below  the  present  rates  nilin>r  between  the  i)oints  cov- 
ered by  S-83,  of  which  you  were  furnished  a  copy. 

Between  Olean,  X.  Y.,  and  Hm'hester,  N.  Y.,  and  (ienesee  Junction,  N.  Y. : 
Petroleum  and  its  products,  carloads,  9  cents  per  100  pounds. 

Between  Buffalo,  N.  Y.,  and  Olean,  N.  Y.:  Petroleum  and  its  pnuhicts,  ciirloads, 
8 J  cents  i>er  100  pounds. 

The  above  rates  apply  in  l)oth  directions. 

From  Buffalo,  N.  Y.,  to  Rochester,  X.  Y.:  Petroleum  and  its  pnxlucts,  carloads, 
7  cents  per  100  pounds. 

Yours,  truly,  Geo.  D.  Dixon,  Fnlght  Trnffir  yfanager. 

The  changes  in  rates  upon  finished  products,  as  a  result  of  this  sub- 
stitution of  the  tifth-chiss  rates  for  the  low  rates  previously  ruling", 
are  »*ho\vn  in  the  table  at  top  of  page  D>3. 
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CHANGES  RESULTING  FROM  SUBSTITUTION    OF  FIFTH-CLASS  RATES  FOR  COMMODITY 
RATES  ON  OIL  BETWEEN  OLEAN,  ROCHESTER,  GENESEE  JUNCTION.  AND  BUFFALO. 


i^ieoret     Rates  now  effective 
I      rate      '  (l^fth-elasa  rates). 

•  named 

I  In  order     Per  one     E<iniva- !    secret 
S-83.  per  hundred 
i   barrel,      pounds. 


Increa&e 
over 
former 


Between  Olean  and  Rochester,  and  Olean  and  Genesee  Junc- 
tion: CenU. 

In  tank  care 9 

Inbarrels 11 

Between  Buffalo  and  Olean: 

In  tank  cam ',  10 

In  barrels '.  12. 5 

From  Buffalo  to  Rochester:  | 

In  tank  cars 15 

Inbarrels '  20      ' 


anti^ 


8.5 
H.5 


lent  per 
barrel. 

rate  per 
barrel. 

Ctnt*. 

CTcnU. 

•.8.8 

19.8 

36 

25 

27.2 

17.2 

34 

21.6 

22.4 

7.4 

28 

8 

From  Olean  to  Rochester,  therefore,  it  will  l>e  seen  that  instead  of 
a  rate  of  9  cent8  per  barrel  on  finished  petroleum  products,  the  Penn- 
sylvania now  has  in  effect  a  rate  of  li  cents  per  hundred  pounds,  or 
more  than  three  times  that  formerly  enjoyed  by  the  Standard  Oil 
Company.  The  increase  in  the  rates  from  Olean  to  Buffalo  and  from 
Buffalo  to  Rochester,  while  somewhat  less  marked,  is  still  very  pro- 
nounced. These  changes  may  properly  be  regarded  as  an  admission  on 
the  part  of  the  Pennsylvania  Railroad  Company  of  the  unfairness  of 
the  previous  rates  granted  the  Standard  Oil  Company-. 

It  will  be  noted  that  the  Pennsylvania  Railroad  Company,  in  addi- 
tion to  making  this  change  in  the  rates  on  finished  petroleum  products, 
has  also  discontinued  the  practice  of  blind-billing  oil. 

Published  rates  used  in  connection  with  blind-billing. — 
Some  of  the  blind-billing  rates  used  b}^  the  Pennsylvania  Railroad 
Company  from  Olean  and  Buffalo  w^ere  covered  by  tariffs  filed  with  the 
Interstate  Commerce  Commission.  No  large  volume  of  business  was 
handled  at  such  rates,  however,  and,  generally  speaking,  they  were  not 
of  a  discriminatory  character,  most  of  them  l>eing  rather  high  for  the 
respective  distances.  Following  is  a  list  of  such  published  rates  used 
in  connection  with  blind-billing  hy  the  Pennsylvania  Railroad  Company 
on  oil  shipped  from  Olean  and  Buffalo: 


Frooi- 


T«H- 


Rate  jK'r  hun- 
dntl  }>oundH. 


Olean  ...-. Ka^t  Aurora 

I)o ,  An'Hde 

l)o Belfast 

Do West  Nunda 

Do I  Rc)ohf«ter  ( (Mraffin  wax ) . 

Do Mayville 

Buffalo Sherman 

Do Penn  Van 

Do Holland 


5 
5 
7 

74 
■  7.'» 
14 
HI 
9* 


«  Rate  p<*r  net  ton. 
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It  should  also  be  stated  that  a  considerable  amount  of  oil  was  billed 
from  Olean  to  other  points  at  published  tariff  rate«;  such  shipments 
were  not  blind-billed. 

Other  unposted  oil  rates. — While  blind-billing  of  petroleum  and 
its  products  on  the  Pennsylvania  Kailroad  was  confined  to  the  shipping 
points  alread}^  enumerated,  that  company  has  a  considerable  number 
of  State  oil  rates  which  are  not  posted,  but  which  are  used  directly 
in  the  waybilling  and  on  which  collections  are  made  in  the  manner 
ordinaril}"  followed  in  the  case  of  published  mtes.  None  of  the 
unposted  rates  of  this  class  appears  to  be  of  an  especially  discrimina- 
tor}' character. 

Section  7.  Blind-billing  of  oil  by  the  Erie  Eailroad  Company. 

The  practice  of  the  Pennsylvania  Kailroad  Company  in  blind-billing 
oil  from  Olean  is  also  employed  by  the  Erie  Railroad  Company  from 
that  and  several  other  Standard  shipping  points,  particularly  Con- 
stable Hook  and  Communipaw%  N.  J.,  and  East  Buffalo,  N.  Y.  In 
the  case  of  the  Erie  Railroad  Company,  however,  the  rates  used  in 
connection  with  blind-billing  are,  with  comparatively  few  exceptions, 
provided  for  in  published  tariffs,  most  of  which  are  filed  with  the 
Interstate  Commerce  Conmiission.  The  rates,  while  rather  low,  are 
relatively  much  higher  than  the  rates  of  the  Pennsylvania,  above 
described.  Oflicials  of  the  Erie  Railroad  Company  asserted  that  blind- 
billing  was  used  for  convenience  only,  because  it  materially  reduced 
the  labor  of  accounting.  All  the  unposted  rates  found  in  the  records 
of  the  Erie  Railroad  Company  were  of  an  intrastate  character,  and  in 
general  they  were  not  specially  discriminatory. 

Of  the  unpost<Hi  rates  of  the  Erie  Railroad  Company,  the  most 
important,  perhaps,  is  one  of  tl^  ccMits  per  hundred  pounds  from 
Olean  to  Dunkirk,  N.  Y.  A  consideral>le  volume  of  business  was 
shipped  to  Dunkirk.  The  rate  of  the  Pennsylvania  from  Hnidford  to 
Dunkirk  w^as  10  cents  per  hundred  pounds. 

A  copy  of  one  of  the  principal  nite  orders  of  the  Erie  Railroad 
Company  is  shown  on  page  105. 
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XOT  TO  BE  POSTED. 
ERIE  RAILKOAD  COMPANY, 

General  Freight  Office. 
,  M  '  S64. 

*Thi8  reference  niupt  Xevv  York,  Jan'v  1,  1904. 

!  be  quoted  on  ea(*h  Way- 

Bill. 
i 

Mr.  F.  A.  Clark, 
!  A.  T.,  New  York,  N.  Y. 

The  following?  rate?  will  apply  I 

ON  I 

Oil,  Car  I^wde,  ' 

i 

FROM  I 

Olean,  N.  Y. 

TO  RATE  1 

•  Binghaniton,  N.  Y.,  when  destined  tojxnnt^on  D.  <&  H.  Co.  5.6  Cts.  pr.  100  lbs.  | 

I  Batavia,              ''  80.  *'     "  bbl.       | 

Homell^ville,    "  7-12  **     "  100  11)h.  , 

Canifiteo,            "  8  "     *'  UK)    *' 

Oeneseo,             "  10-1  2  "     '*  100    " 

Shipment!"*  to  be  billed  *'S.  (4.  ().*' 

11-485     12 
TAKING  EFFECT  January  1,  1904. 

This  order  expires  Dec.  31,  11K)4,  Hkxry  Adams, 

Unless  sooner  revoke<l. 

FAC.HCBFWS  EB  BR  Asst.  (ieneral  FrtMght  Agent,  i 

B. 

The  notation,  '^Shipments  to  ho  ))illed  ^S.  (i.  O./'*  on  this  rate 
order  means  that  settlements  for  the  freight  are  to  he  made  with  the 
general  office  instead  of  with  the  local  agent  at  iK>int  of  shipment  or 
at  destination. 

In  connection  with  the  ahove  rate  of  5.6  cents  per  hundred  pounds 
from  Ole^n  to  Binghaniton  on  business  for  ix)ints  on  the  Delaware  and 
Hudson  Company's  line  it  should  he  stated  that  this  is  ecjual  to  the 
proportion  obtained  hv  the  Erie  of  the  Ui-cent  through  rate  to  such 
points  from  Olean.  This  through  nite  was  puhlished  and  filed  with 
the  Interstate  Conmierce  Commission:  the  sjoecial  rate  just  noted  is 
therefore  of  no  particular  interest,  except  that  this  method  of  issuing 
a  proportional  tariff  instead  of  a  division  sheet  is  somewhat  irn»gular. 
No  evidence  was  found  to  indicate  that  this  rate  of  .5.H  cents  was  u^ed 
on  local  shipments  to  Binghamton.  The  various  other  rates  which  are 
noted  on  the  foregoing  rate  orders,  while  not  covered  hv  puhlished 
tariffs,  are  not  espi^'ially  discriminatory,  and  are  chietty  \\\Unv^ Axwsj, \vs 
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illustrating  a  somewhat  general  use  of  unposted  rates  on  intrastate 
business. 

Section  8.  New  York  Central. 

The  New  York  Central  and  Hudson  River  Railroad  Company  refused 
to  permit  the  Bureau  of  Corporations  to  make  an  examination  of  its 
records  covering  the  shipment  of  petroleum,  except  in  some  instances 
where  interstate  shipments  were  kept  separate  from  so-called  State 
business.  The  management  of  the  road  contended  that  its  lines  were 
wholly  within  the  State  of  New  York,  and  that  its  policy  had  always 
been  to  jealously  guard  its  intrastate  position.  The  Bureau  is,  there- 
fore, unable  at  present  to  treat  in  any  detail  the  rates  of  this  carrier. 
The  statutes  of  New  York  do  not  require  the  publication  of  tariffs, 
and  officei*s  of  the  New  York  Central  admitted  that  that  company  very 
generally  did  not  publish  tariffs  covering  business  which  it  regarded  as 
of  an  intrastate  character. 

It  is  known,  however,  that  the  New  York  Central  system  has  rates 
on  oil  which  are  of  particular  advantage  to  the  Standaixi  Oil  Company 
and  which  ma}^  properly  be  termed  discriminatory  in  character.  A 
particular  case  in  point  is  that  of  a  rate  of  9  cents  per  hundred  pounds 
from  Rochester  to  Norwood,  N.  Y.,  which  was  used  on  interstate  busi- 
ness in  connection  with  the  secret  rate  of  the  Pennsylvania  from 
Olean  to  Rochester,  in  such  a  wa^^  as  to  constitute  serious  discrimina- 
tion against  independent  refiners.  The  officers  of  the  New  York 
Central  held  that  these  shipments  from  Rochester  to  Norwood,  even 
though  the  records  showed  plainly  that  they  were  to  be  rebilled  imme- 
diately over  the  Rutland  Railroad  into  Vermont,  weie  State  business. 

This  matter  is  discussed  further  in  the  next  section.  It  may  be 
noted  here,  however,  that  this  rate  of  9  cents  per  hundred  pounds 
for  a  local  haul  is  unduly  low  in  comparison  with  through  rates  from 
independent  refining  points  to  Norwood.  Thus  the  through  rate  from 
Oil  Cit}^  to  Norwood  was,  in  1004,  2()i  cents.  The  distance  is  418  miles, 
and  the  distance  from  Rochester  to  Norwood  is  '2V2  miles.  It  can  not 
be  doubted  that  this  local  rate  of  0  cents  per  hundred  pounds  fi'om 
Rochester  is  considerabh'  less  than  the  New  York  Central's  propor- 
tion of  the  2()i-cent  rate  from  Oil  City  via  liochester  to  Norwood, 
whereas  under  ordinary  methods  of  rate-making  the  local  rate  would 
be  distinctly  higher  than  the  corresponding  proportion  of  the  through 
rate.  It  is  fair,  therefore,  to  designate  this  9-cent  rate  as  discrimina- 
tory. 

ni.    USE    OF    SECBET    BATES    ON    INTEBSTATE    BUSINESS   INTO 

VEBMONT. 

The  most  important  instance  of  the  use  of  secret  so-called  '"State"' 
rates  in  New  York  in  connection  with  interstate  business  is  the  combi- 
rmtion  of  the  mte  of  i^  cents  per  barrel  on  oil  in  tank  cars,  made  by 
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the  Pennsylvania  from  Olean  to  Rochester,  with  rates  of  the  New 
York  Central,  the  Rutland,  and  the  Central  Vermont,  via  Norwood, 
N.  Y.,  to  Vermont  points.  Norwood  is  in  the  northern  part  of  New 
York.     (See  map.) 

Section  9.  Published  rates  into  Vermont. 

The  lowest  published  rate  on  illuminating  oil  from  western  Pennsyl- 
vania refining  points  into  Vermont  in  1904:  was  23i  cents.  This  is  the 
Boston  rate,  and  it  applies  only  to  certain  Vermont  points,  mainly 
from  Rutland  south. 

The  lowest  published  through  rate  to  Burlington,  Vt.,  and  most  of 
the  northern  points  in  that  State,  from  western  Pennsylvania  in  1904 
was  33  cents  per  hundred  pounds;  this  was  first  made  effective  July 
25, 1904,  bv  a  tariff  of  the  Lake  Shore  and  Michigfan  Southern  Railway. 
For  some  time  before  this  the  lowest  rate  of  the  Lake  Shore  from  Oil 
City,  Pa.,  and  other  western  Pennsylvania  points  to  Burlington  was 
38  cents.  All  these  mtes  applied  by  routes  reaching  Vermont  from 
the  southern  border. 

Through  rates  on  illuminating  oil  from  western  Pennsylvania  into 
Vermont  via  Norwood  are  made  onl}'  on  the  basis  of  third  class. 
Ordinarily  in  eastern  territory  through  oil  rates,  in  the  absence  of 
special  commodity'  tariffs,  are  made  on  the  basis  of  fifth  class,  but  the 
Rutland  Railroad  declines  to  prorate  on  this  basis  via  Norwood.  The 
third-class  rate  of  the  Lake  Shore  and  Michigan  Southern  Railway 
from  western  Penns\'lvania  points  into  Burlington  via  Norwood  is  40i 
cents.  This,  it  will  be  seen,  is  considerably  higher  than  the  com- 
modity mte  of  33  cents  into  Burlington,  which  applies  via  Rutland. 

The  only  rate  on  illuminating  oil  less  than  23^^  cents  per  hundred 
pounds  from  the  oil  regions  into  Vermont  was  19  cents  per  hundred, 
applying  from  Olean  only  and  in  Vermont  to  certain  points  only  on 
the  Boston  and  Maine  and  the  Rutland  railroads.  This  i"ate  may 
really  be  disregarded,  since  evidence  was  obtained  that  it  was  not  used 
except  in  occasional  instances.  In  any  event,  as  it  applied  from  Olean 
only  it  was  not  available  to  independent  shipi>ers,  and,  so  far  as  it  may 
\>e  considered  at  all,  it  was  in  the  nature  of  a  discrimination  in  favor 
of  Olean. 

The  lowest  rate,  then,  at  which  an  independent  refiner  in  western 
Pennsylvania  could  vship  refined  oil  to  Windsor,  Bellows  Falls,  or  Rut- 
land, Vt,  in  19(>4,  was  23^  cents  per  hundred  pounds,  and  the  lowest 
published  through  rate  at  which  he  could  get  into  Burlington  was  33 
cents. 

Against  these  rates  to  independents  the  Standard  Oil  Company 
reached  the  destinations  in  Vermont  just  mentioned,  and  sevenil 
others,  by  way  of  Norwood,  for  from  aljout  15.3  cents  to  1().9  cents 
per  hundred  pounds^  by  a  combination  of  rates  consisting,  firsts  of  the. 
secret  Olean-Rochester  rate  of  the  PennsvKamvi  ^\»\\yo«A\  «^vq>vA^<A 
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the  rate  of  ^  cents  per  hundred  pounds  over  the  New  York  Central  from 
Rochester  into  Norwood,  N.  Y.:  and  third,  of  low  mtes  over  the  Rut- 
land Railroad  and  the  Central  Vermont.  All  these  rates  were  of  a 
d isc rinii natorv  character. 

Section  10.  Use  of  secret  Olean-Eochester  rate  on  interstate  business. 

The  secret  rate  of  9  cents  per  barrel  from  Olean  to  Roc'hester  has 
been  sufficientl}'  described.  That  this  rate  was  applied  on  shipments 
of  oil  b}^  the  Vacuum  Oil  Company  (a  Standard  concern)  from  Olean 
into  Vermont  is  clearly  shown  by  the  billing  records  of  the  Pennsyl- 
vania Railroad  C/ompany  for  its  Erie  Railway  Junction  (Olean) 
station.  Copies  of  the  blind  waybills  showed  on  their  face  that  a  large 
number  of  cars  billed  to  Rochester  were  destined  to  Vermont  points. 
A  copy  of  a  blind  waybill  of  this  character,  taken  from  a  carlK)n 
impression,  is  shown  below.  It  will  lie  seen  that  the  tinal  destination, 
as  well  as  the  routing,  is  clearly  indicated  in  the  column  headed  '•'Con- 
signee, destination  and  marks."' 

S  7H    121  xKiJ.    C.  I.  H  4  1903.  (J— 9-h— A.  F.  R. 

PENNSYLVANIA  RAILROAD  COMPANY. 

;  Philadelphia,  Baltimore  <&  Washington  Railroad  Company.    We.st  Jersey  &  Sea- 
;  shore  Railroad  Company.     Northern  Central  Railway  Comi^any. 


Way-hill  <{f  yierchaiuVise  fonntrtled  from  Eric  liii  Jet  to  Jiorhexftr  X  Y  ria- 


Way-bill  No.  400. 
Date,  9  8,  1904. 

When  hillinjf  freiKlit  to  a  point  n'in'hc<l  via  two  «»r  more  rout»'s.  tin-  a^cui  must  sftecify  the  route 
I  in  thf  spaco  provided  ab<»vo. 

Car.       I  Weight,    i  .  ' 

Consi^Miee.     Deserip-     --•  t:  t  J  .,•  ± 

£'        Shipper,     destination      lion  of      £ 
jr        i  an«lmark.'5.    artiele--.     ■t 


l'TL.y3%    V.O.  Co..     Stand. Oil      Kefd  Oil 

•      \m'*  Co.,  Bur-  ' 

linu  t  o  n 
Vt. 
I         I  Via  N  Y  C-H  W  cV:  O-Nor-O  L  C 

iCV 
I         I  Totals    of    \V»'ight    and    Monry 
columns 
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He  is  held  re.vponsihle  for  thr  <'<>rrectnes.»i  of 

thr  amounts  colU'ett-d. 
An  auM-nt  <liseoverin«:  an  error  must  at  once  advise  any  other  auent  intcrt-^tt'd.  ji1m>  the  auditor 

of  freight  receipts. 
When  ireight  is  shipped  at  a  through  rale  to  or  ln>m  a  point  beyond  this  roa<l,  the  through 

rate  nnc't  he  'Stated  on  the  wjiy-bill.    Tin*  ront«*  beyond  the  |K)int  to  whii-h  the  property  i>« 

bilK'«l  as  above  must  be  shown  when  tinal  dctinatiou  may  be  rca<*hed  by  more  than  one  line. 

,  Aycut. 

\  copy  of  this  way-bill  must  be  sent  to  the  andit«»r  of  freight  receipts. 
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The  various  initials  on  the  above  bill  show  that  it  was  intended  to 
route  the  car  via  the  New  York  Central  (Rome,  Watertown  and  Ogdens- 
burg)  to  Norwood  and  thenee  l>v  the  Rutland  and  Central  Vermont  to 
Burlington.  The  lines  of  the  Rutland  traversed  by  the  shipment  were 
formerl}'  owned  )>v  the  C)gdensl)urg  and  Lake  Champlain  and  the 
Central  Vermont,  and  are  designated  on  the  waybill  by  the  old  initials. 

It  is  worth  noting  that,  although  the  Rutland's  line  extends  to  Bur- 
lington, the  oil  was  not  transported  the  full  distance  over  its  tracks, 
but  was  turned  over  to  the  Central  Vermont,  either  at  Rouses  Point, 
N.  Y.,  or  Alburgh,  Vt,  a  station  just  bevond,  under  a  prorating 
agreement  with  the  Central  Vermont.  This  arrangement  may  have  been 
due  to  the  fact,  noted  elsewhere,  that  the  low  tank-car  i-ate  to  Burlington 
was  tirst  put  in  by  the  old  Central  Vermont  Railroad,  before  its 
properties  west  of  Rouses  Point  had  been  acquired  )>y  the  Rutland. 

The  tissue,  copies  of  such  billing  at  Olean,  furthermore,  bore  a  red- 
ink  stamp  reading  as  follows: 

^ Agent  N.    Y.  C.   <&  H.  R.  R.  K.,  Rochester,   N.  Y.     Prepay  chargen  tn>in  Roch- 
ester todeHtination  and  charge  to  the  Standard  Oil  Company  of  New  York. 

Over  the  word  ''destination,'"*  in  the  above  stamp,  was  written  in 
pencil  ''Norwood.''  This  clearly  shows  the  original  intention  of  rout- 
ing the  oil  not  only  into  Vermont,  but  particularly  by  the  Norwood 
route.  The  instructions  to  collect  of  the  Standard  Oil  Company 
merely  indicated  that  the  New  York  Central  collected  from  the  Stand- 
ard Oil  Company  directly  for  its  portion  of  the  haul  only,  leaving  the 
connecting  roads  to  make  th(ur  own  settlements.  These  instructions 
to  the  agent  of  the  New  York  Central,  in  connection  with  the  final 
destination  shown  in  the  waybill,  of  which  that  agent  was,  according 
to  usual  practice,  given  at  least  the  substance,  shows  the  absurdity  of 
the  contention  of  the  New  York  Central  that  it  hauled  no  interstate 
oil  traffic  from  Rochester  to  Norwood. 

The  blind-))iHing  records  of  the  Pennsylvania  Railroad  Compjui}' 
for  Olean  were  carefully  examined  for  an  extended  period.  For  eleven 
months  of  the  year  1904— the  billing  records  for  the  month  of  May 
lieing  lost  or  mislaid — it  appeared  that  195  cars  were  thus  consigned 
from  Olean  into  Vermont  via  the  Norwood  route,  as  follows:  To  Bur- 
lington, 157  cars;  to  Rutland,  29  cars;  to  Bellows  Falls,  9  cars.  Ksti- 
mating  the  shipments  of  the  month  of  May  at  the  avemge  of  other 
months,  it  may  b<!  n^ckoned  that  in  the  year  19o4  not  less  than  210 
cars  were  shipjwd  from  Olean  via  the  Pennsylvania  Railroad  for 
which  billing  records  clearly  indicated  a  destination  in  Vermont. 

Roc'HE8TER-NoKW(70i)  RATES. — On  accouut  of  the  refusal  of  th<» 
New  York  Centml  and  Hudson  River  Railroad  to  furnish  data  the 
rate  applied  on  refined  oil  between  Rochester  and  Norwood  can  be 
positively  stated  only  as  to  a  limited  period.  It  is  known,  however, 
that  for  some  time  the  rate  of  9  cents  per  huudv^d  \>^>v\\\^s  n\\\>  \xv 
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effect  by  the  New  York  Central  from  Rochester  to  Norwood.  Recently 
thi«  rate  has  been  advanced  to  12  cents  per  hundred  pounds.  It  is 
perfectly  safe  to  assume  that  in  1904  the  Standard  Oil  Company 
shipped  oil  from  Rochester  to  Norwood  at  a  charge  of  not  more  than 
9  cents  per  hundred. 

Section  11.  Bates  over  the  Eutland  and  Central  Vermont  railroads  from 
Norwood,  N.  T.,  to  Burlington,  Eutland,  and  Bellows  Falls,  Vt 
The  tariff  rate  of  the  Rutland  Railroad  Companj^  on  illuminating  oil, 
in  barrels,  from  Norwood,  N.  Y.,  to  Burlington,  Bellows  Falls,  Rutland, 
and  a  large  number  of  Vermont  points  was,  for  some  time  before  the 
investigation  of  the  Bureau  was  commenced,  33  cents  per  hundred 
pounds.  The  Rutland  Railroad,  however,  in  connection  with  the 
Central  Vermont,'*  has  for  years  named  rates  on  illuminating  oil,  in 
tank  cars,  from  Norwood  to  the  three  Vermont  points  specifically 
mentioned,  which,  by  comparison  with  the  barrel  rate,  are  extraor- 
dinarily low.  These  rates,  as  shown  below,  have  been  effectively 
secret.  Thus  there  is  a  rate  of  $23  per  tank  car  on  oil  from  Norwood 
to  Burlington,  a  rate  of  $28  per  tank  car  from  Norwood  to  Rutland, 
and  a  rate  of  $30  per  tank  car  from  Norwood  to  Bellows  Falls.  No 
limit  was  put  upon  the  weight  per  car  until  ver\'  recently.  An 
investigation  of  the  billing  records  of  the  Penns3'lvania  Railroad 
Company  from  Olean  showed  that  the  cars  billed  to  these  Vermont 
points  were  of  large  capacity,  which,  of  course,  directly  affected  the 
rate  per  hundred  pounds.  Thus  the  average  weight  per  car  of  refined 
oil  shipped  from  Olean  to  Burlington  in  eleven  months  of  1904  was 
04,934  pounds;  on  shipments  to  Rutland,  0r>,449  j)ounds,  and  on  ship- 
ments to  Bellows  Falls,  59,094  pounds.  The  average  i*ate  from  Nor- 
wood per  hundred  pounds,  therefore,  ranged  from  only  about  3^ 
cents  in  the  case  of  Burlington  to  a  little  over  5  cents  in  the  case  of 
Bellows  Falls.     This  is  shown  in  the  following  table: 

RATES   OF  THK    RUTLAND    RAILROAD    COMPANY  ON   OIL   IN   TANK   CARS    FROM 

NORWOOD.  1904. 


From  N<.rw(KHl  to-  /^^-j;;;^ 


BiirliiiKt*  »n ' $*23 

Rutland 2s 

Bellows  Fulls 'M) 


S.  voruir..  i    EqiliVR- 

I»tr<ar.     ^^^^^^ 


PnnntU.  Centn. 
W.9S4  3.54 

m,  449  A.  22 

59.094  6.09 


When  these  rates  are  compared  with  the  rate  on  illuminating  oil  in 
barrels  from  Norwood  to  all  these  points,  83  cents  per  hundred  pounds, 
an  idea  of  the  enormous  discrimination  in  favor  of  tank-car  shipments 
may  be  obtained.     On  shipments  to  Burlington  the  barrel  mte  was 

^T/w  Central  Vermont  ap])earH  to  have  been  concerned  only  in  the  rate  to  Burlington. 
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almost  ten  times  the  rate  actually  paid  by  the  Standard  Oil  Company 
in  tank  cars,  and  to  Bellows  Falls  it  was  practically  six  and  one-half 
times  the  Standard's  rate.  This  extraordinary  discrimination  is  fur- 
ther brought  out  in  the  following  table: 

RATES  OF  THE  RUTLAND  RAILROAD  COMPANY  ON  ILLUMINATING  OIL  IN  TANK  CARS 
AND  IN  BARRELS  FROM  NORWOOD,  1904. 


[RateN  In  cenU<  per  hundred  pounds.] 


In  tank 
cars. 


In  bar- 
rels. 


Burllnjfton 3.54  33  ! 

Rutland 4.22  33  I 

BellowsFalls 5.09  33  | 


Discrim- 
ination 
in  favor 
of  lank- 
ear  ship- 
ments. 

29.46 

28,71 
27.98 


The  same  rates  per  car  were  also  applied  on  lubricating  oil  in  }>ar- 
rels,  but  not  on  other  oils  in  barrels. 

The  tariffs  quoting  these  low  rates  on  tank  cars  provided  that  on 
interstate  traffic  agents  must  not  use  a  higher  rate  for  a  shorter  than 
for  a  longer  distance  over  the  same  line  in  the  same  direction  when  the 
shorter  haul  was  entirely  included  in  the  longer.  In  other  words, 
the.se  rates  must  not  l>e  exceeded  to  intermediate  points  on  inter- 
state traffic.  As  a  matter  of  fact,  the  billing  records  of  the  Pennsyl- 
vania Railroad  Company  indicate  that  these  low  rates  were  used  only 
to  the  three  points  mentioned,  in  the  year  1904  at  least,  and  a  repre- 
sentative of  the  Standard  Oil  Company  stated  that  they  had  not  been 
used  to  intermediate  i)oints. 

Rate  made  applicahle  to  oil  in  barrels. — The  Rutland  Rail- 
road in  Noveml^)er,  1905,  issued  a  new  tariff  applying  from  Norwood 
to  Burlington,  Rutland,  Bellows  Falls,  and  intermediate  points,  provid- 
ing that  the  low  rates  previoush'  quoted  on  tank-car  shipments  and  on 
lubricating  oil  in  barrels  should  also  apply  upon  illuminating  oil  in 
wood.  This  tariff  furthermore  established  40,000  pounds  as  the 
weight  per  car,  and  provided  that  any  excess  over  that  weight  should 
he  charged  proi)ortionally.  In  view  of  the  fact  that  the  former  dis- 
criminatory arrangement  had  been  in  force  for  yeai-s  and  that  it  was 
changed  only  after  it  had  been  developed  by  the  investigation  of  the 
Bureau,  the  reason  for  this  amendment  of  tariffs  is  obvious.  This 
eleventh-hour  reform  is  a  confession  of  previous  discrimination. 

Section  12.  Comparison  of  rates,  open  and  secret,  into  Vermont. 

The  secret  tariff  of  the  Pennsylvania  from  Olean  to  Rochest^'r,  it 
will  be  recalled,  was  equivalent  on  tank-car  oil  to  '2,s  rents  per 
hundred  pounds.  Taking  the  rate  from  Rochester  to  Norwood  as  9 
cents  and  combining  these  rates  with  those  of  the  Rv\U^v\v.V/?>.vA^  V.^I^l. 
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and  5.01)  cents  per  hundred  pounds  from  Norwood  to  Burlington,  Rut- 
land, and  Bellows  Falls,  respectively,  it  will  be  seen  that  the  Standard 
Oil  Company  was  able  to  ship  oil  from  Olean  to  these  three  Vermont 
points  at  from  about  15.3  cents  to  16.9  cents  per  hundred  pounds. 
The  very  great  advantage  of  this  rate,  as  compared  with  the  rates 
from  independent  oil-retining  points  in  western  Pennsylvania,  is 
brought  out  by  the  following  table: 

COMPARISON  OF  RATES  ON   ILLUMINATING  OIL   FROM  OLKAN  AND  FROM  WARREN   TO 

VERMONT  POINTS. 

[Rates  in  cents  i»er  hundred  pounds.] 


To— 


Burlinjrton  . . 

Rutland 

BellowH  Fulls 


Frdin 
Olean. 


\o.  34 
Ki.02 
It;.  S9 


Rale. 


From 
Warren. 


Distance. 


i  Difference 

in  favor  of  [ 

olean. 


2:Ji 


17.66  I 
7.48  ' 
6.61 


From 
Olean. n 


Miles. 
451 
518 
571 


From 
Warren. 


.Vtfw. 


523 
456 
509 


"  Via  Norw(MMl  mute. 


It  will  be  seen,  therefore,  that  the  Standard  Oil  Company  was  able 
to  deliver  oil  from  Olean  to  Burlington  for  about  18cent8  per  hundred 
pounds  less  than  the  charge  imposed  upon  independent  refiners  at  War- 
ren. In  the  case  of  Rutland  the  Standard  Oil  Company's  advantage 
was  considerably  less,  but  easily  sufficient  to  control  the  market.  The 
same  is  true  of  Bellows  Fails.  Burlington  is  an  important  distribut- 
ing center,  and  the  shipments  of  the  Standard  to  that  cit\^  far  exceeded 
those  to  all  other  Vermont  points  combined.  It  may  be  noted  that 
the  rate  from  Warren  applies  also  from  Oil  City.  These  points  were 
therefore  assessed  on  shipments  to  Burlington  considerably  more  than 
double  the  charge  paid  by  the  Standard  Oil  Company  from  Olean. 
The  discrimination  in  favor  of  the  Standard  Oil  Company  is  so  clearly 
brought  out  by  these  figures  themselves  that  discussion  is  superfluous. 
Under  tlu^se  circumstances  it  is  needless  to  say  that  the  independent 
producer  of  refined  oil  in  western  Pennsylvania  ha>,  to  a  large  extent, 
l)een  driven  from  the  Vermont  market. 
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Section  13.  History  of  the  Norwood  rate. 

Incredible  as  it  ma}'  seem,  there  was  at  one  time  a  rate  of  Ijl2  per 
tank  car,  regardless  of  weight,  from  Norwood  to  Burlington.  This 
is  the  earliest  of  these  tank-car  rates  of  which  the  Bureau  has  a  record. 
It  was  issued  by  the  old  Central  Vermont  Railroad,  effective  Novem- 
ber 4,  1889.     A  copy  of  the  tariff  authorizing  this  rate  follows: 


CENTRAL  VERMONT  R.R. 

O.  &  L.  C.  Division. 

SPECIAL  OIL  TARIFF 

No.  36.  Effective  Nov.  4,  1889. 

From  NORWOOD,  N.  Y.,  to  BURLINGTON,  VT. 

and  intermediate  jwints  on  the  direct  line. 

OIL  in  TANK  CARS,  $12.00  per  CAR. 

Frank  Owen,  E.  A.  Chittenden, 

Cf.  F.  A.,  C.  V.  R.  R.,  O.  &  L.  C.  Div.  S.  L.  F.  T.,  C.  V.  R.  R. 


Assuming  that  the  Standard  Oil  Company  at  that  time  used  smaller 
cars  than  at  present,  averaging,  sa}*,  40,000  pounds,  this  rate  would  be 
only  3  cents  per  hundred  pounds  for  this  distance  of  134  miles.  This 
is  equal  to  only  4^  mills  per  ton  per  mile,  an  absurdly  low  revenue  at 
that  time  in  that  territory. 

This  special  tariff  of  1889  was  followed  by  a  tariff  dated  November 
20,  1892,  which  named  a  rate  of  $16  per  tank  car.  On  January  1, 
1893,  a  new  tariff  was  put  into  effect  raising  the  rate  to  8  cents  per 
hundredweight.  Th*«  rate  was  canceled  ten  days  later  by  a  tariff  nam- 
ing a  rate  of  $23  per  tank  car,  regardless  of  weight.  A  copy  of  this 
tariff  is  given  on  page  114. 
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CENTRAL  VERMONT  RAILROAD 


Interstate  Freight  Tariff 

No.  Y.  5. 

(Canceling  Tariff  No.  Y.  4.) 

Applying  on 

Oil  in  Tank  Cars 

from 

Norwood,  N.  Y., 

to 

Burlington,  Vt., 

$23.00  per  Car. 

Subject  to  oflScial  classification  weights. 

Above  rate  must  riot  be  exceeded  between  intermediate  interstate  points 
in  same  direction. 

St.  Albans,  Vt.,  Jan.  6,  1893.     Effective  Jan.  11,  1893. 


Under  this  tariff,  when  freight  is  to  be  loadeil  by  consignor  or  unloaded 
by  consignee,  one  dollar  ($1.00)  per  car  per  day  or  fraction  thereof,  for  de- 
lay beyond  48  hours  in  loading  or  unloa<iing.  will  be  added  to  the  rates 
named  herein,  and  constitute  a  part  of  the  total  charges  to  l>e  collected  by 
the  carrier  on  the  property.  Except,  however,  when  in  conflict  with 
rules  of  Car  Service  Associations  at  destination,  in  which  case  the  Car  Ser\'- 
ice  Regulations  shall  prevail. 


Geo.  CaSvSidv,  E.  A.  Chittenden, 

Ass't.  General  Freight  Agent.  (General  Freight  Agent. 

L.  A.  Emerson,  Freight  Traffic  Manager. 


The  $23  rate  is  in  effect  at  the  present  time.  In  the  meantime,  in 
1897,  the  Rutland  Railroad  acquired  the  properties  of  the  old  Central 
Vermont  Railroad  and  the  Oordensbur^  and  Lake  Champlain  extend- 
ing from  Norwood  to  Rouses  Point.  I'he  Ruth\nd  continued  this  low 
tank-car  rate,  and  in  1S97  a  rate  of  S2S  per  tank  car  was  made  appli- 
cable from  Norwood  to  Rutland  and  a  rate  of  )?3()  ))cr  tank  car  from 
Norwood  to  Hellows  Falls.  As  already  noted,  the  Burlin<:fton  rate  is 
participati^d  in  hy  the  Central  Vermont  Railway  under  a  prorating 
arrangement  with  the  Rutland. 

That  the  limitation  of  these  low  rates  to  oil  in  tank  cars  was  a  delib- 
erate  discriin'i nation  in  favor  of  the  Standard  Oil  Company  there  can 
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oe  no  reasonable  doubt.  The  Standard  Oil  Company,  oa  account  of 
its  large  business,  was  able  to  establish  tank  stations,  and  was  therefore 
particularly  able  to  take  advantage  of  low  mtes  on  oil  moved  in  tank 
cars,  whereas  the  independent  shipper  would  be  more  benefited  by 
low  rates  in  barrels. 

The  Central  Vermont  in  April,  18J^6,  established  a  rate  of  $23  per 
car  on  lubricating  oil,  in  wood,  from  Norwood  to  Burlington.  A  copy 
of  this  tariff  follows: 


Aty.  1079  I.  C.  C.  No.  A-18. 

(E.  C.  Smith  and  Chas.  M.  Hays,  Receivers) 

CENTRAL    VERMONT    RAILROAD 

Interstate  Freight  Tariff. 

No.  Y.  7 


Applying  on 

LUBRICATING  OIL;  in  wood, 
(Carloads  60  barrels) 

From 

NORWOOD,    X.    Y. 

To 

BURLINGTON,    VT., 

Rate $23.00  per  car 

This  rate  must  not  be  exceede<l  to  intermediate 
IKiints  in  the  direct  Hne. 


Above  rate  mu.st  not  Ije  exceeded  between  intermediate  interstate 
point**  in  same  direction. 


St.  Albans,  Vt.  April  8.  1896.  EFFECTIVE  April  15,  1896. 


Under  this  Tariff,  when  freight  is  to  l)e  loaded  by  consignor  or  unloade<l 
by  consignee,  one  dollar  ($1.00)  jier  car  i)er  day  or  fraction  thereof,  for  de- 
lay beyond  48  hours  in  loading  or  unloading,  will  W  added  to  the  rates 
named  herein,  and  constitute  a  i>art  of  the  total  charges  to  be  coIle<'ted  by 
the  carrier,  on  the  property.  Except,  however,  when  in  conflict  with  rules 
of  Car  Service  A8S<^)ciations,  at  destination,  in  which  case  the  Car  Service 
Regulations  shall  prevail. 

GEO.  CASSIDY,  E.  A.  CHITTENDEN, 

Ass't  (General  Freight  Agent.  General  FriMght  Agent. 
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Prior  to  the  issuance  of  this  tariff,  it  appears  that  the  Standard  Oil 
Company  had  rendered  claims  for  the  $23-per-car  rate  on  certain  ship- 
ments of  lubricating  oil.  These  claims  were  declined  under  the  exist- 
ing tariff,  but  the  Central  Vermont  offered  to  make  a  new  tariff 
applying  the  rate  of  $23  per  car  on  lubricating  oil  in  wood — 24,000 
pounds  to  the  ear.     This  is  brought  out  in  the  following  letter: 

March  28,  1896. 
Howard  Page,  Esq., 

26  Broddivayy  New  York^  N.  Y. 
Dear  Sir:  Referring  to  my  letter  to  you  of  November  7  last,  referring  to  your 
communications  of  October  16  and  17,  regarding  lubricating  oil  waybilled  from 
Norwood  to  Burlington,  consigned  Vacuum  Oil  Co.,  also  referring  to  your  letter  to 
me  of  November  8  on  the  same  subject,  in  which  you  had  advised  you  had  turned 
over  the  freight  bills  to  Mr.  F.  B.  Stedman  to  make  claim  against  the  R.  W.  &0. 
and  Central  Vermont  to  correct  charges  to  tariff  rates  in  effect,  etc.  As  stated  in 
my  letter  to  you  of  November  7,  above  referred  to,  the  correspondence  you  had  with 
Mr.  L.  A.  Emerson,  in  January,  1893,  had  reference  to  petroleum  oil  account 
Standard  Oil  Co.,  for  shipment  to  the  oil  tanks  at  Burlington,  and  Avas  never 
intended  to  apply  on  lubricating  oils  account  Vacuum  Oil  Co.,  and  we  could  not 
consistently  entertain  any  claims  for  overcharge  on  lubricating  oil  based  on  any 
rates  that  were  given  you  by  Mr.  Emerson  to  apply  on  illuminating  oils.  We  are, 
however,  willing  to  make  the  rate  on  lubricating  oils  Norwood  to  Burlington  twenty- 
three  dollars  ($23.00)  per  car  of  sixty  barrels,  or  24,000  lbs.,  and  will  put  that  rate 
in  force  on  hearing  from  you  that  the  same  will  be  satisfactory. 
Yours  truly, 

Mr.  Page's  reply  was  as  follows: 

Rate  barreled  oil  Norwood  to  Burlington. 

26  Broadway,  New  York,  March  SO,  1896. 
Mr.  E.  A.  Chittenden, 

(/.  F.  .!.,  Cen,  17.,  St.  Alhuns,  Vt.  \ 

Dear  Sir:  I  am  in  receipt  of  your  favor  of  the  2Sth  inst-imt.  In  the  tirnt  place  we 
would  be  glad  if  you  would  i)ut  in  a  rate  of  1^23  per  car  of  60  barrels  on  oil,  in  bar- 
rels, Norwood  to  Burlington.  In  regar<i  to  the  shipments  that  havel)een  made  here- 
tofore, I  will  hold  this  matter  until  1  have  the  pleasure  of  st'eing  you,  when  I  think 
there  will  l>e  no  trouble  about  our  reaching  a  satisfactory  conclusion. 
Yours  truly, 

Howard  Page. 

On  April  8,  iSiHl,  or  about  a  week  aft^^r  this  lettor  was  written,  the 
receivers  of  the  Central  Vermont  Railroad  issued  a  rate  of  "^'IZ  per  car 
on  lubricating  oil,  as  shown  by  their  tariff  Y  7,  a))ove  presented. 

A  representative  of  the  Rutland  Railroad  contended  that  this  rate 
would  cover  shipments  of  refined  oil.  In  a  letter  to  the  Bureau,  dated 
November  :^4,  11*05,  he  stated: 

In  former  times  it  was  customary,  in  issuing  (•(miniodity  tariffs  apjdying  ui>on 
specific  articles,  to  limit  the  application  of  the  rates  to  the  particular  form  of  ship- 
ment for  which  rate  inquiries  were  presente<!,  and  undoubttMlIy  this  is  the  explana- 
tion for  the  j)ublication  of  the  rates  on  oil  in  tank  cars  fmm  Norwood  to  the  three 
points  named,  i.  e.,  Rutland,  Burlington,  and  Bellows  Falls. 

I  tind  that  the  rate  clerk  who  prepare<l  the  statement  of  the  rates  transmitte<i 
Mi'th  my  h'tter  to  you  of  Octol^er  30,  showing!:  rates  on  oil,  in  wood,  in  carloads,  from 
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Norwood  to  Burlington  as  33  cents  per  hundred  pounds,  overlooked  a  tariff  issued  in 
1896,  an  1  still  in  effect,  applying  rate  of  $23  per  car  on  lubricating  oil,  in  barrels, 
carloads,  from  Norwood  to  Burlington,  Vt.,  and  copy  of  this  tariff  is  inclosed  here- 
with. This  tariff  undoubtedly  indicates  the  purix)se  and  intention  of  the  Central 
Vermont  Railroad  to  apply  the  same  rate  upon  oil,  in  wood,  from  Norwood  as  in 
effect  upon  oil,  in  tank  cars. 

The  traffic  manager  of  the  Standard  Oil  Company  also  contended 
that  there  was  no  intention,  in  making  this  mte  upon  lubricating  oil 
in  barrels,  to  limit  its  application  to  that  particular  commodity,  saying 
that  no  sane  railroad  man  would  issue  a  tariff  covering  lubricating  oil 
only. 

These  contentions,  however,  are  clearly  untenable.  The  use  of  the 
word  "lubricating"  in  the  tariff  could,  under  established  principles 
of  railroad  rate  making,  give  authority  to  an  agent  to  bill  only  that 
specific  kind  of  oil,  and  the  correspondence  above  presented  shows  that 
it  was  intended  to  cover  only  that  kind  of  oil.  There  is  ever\'  reason 
to  be  ieve  that  this  rate  on  lubricating  oil  was  of  the  same  discrimina- 
tory character  as  the  rate  on  oil  in  tank  cars,  and,  like  the  latter,  intended 
for  the  use  of  the  Standaixi  Oil  Company,  which  ships  a  large  amount 
of  lubricating  oil  in  barrels  and  which  therefore  would  not,  in  the 
absence  of  such  a  tariff,  have  been  able  to  secure  the  low  tank-car 
rate  on  a  large  part  of  its  lubricating-oil  shipment's. 

Admitting  for  the  moment  that  independent  shippers  in  western 
Pennsylvania  might  have  obtained  the  same  rates  from  Rochester  as 
were  obtained  by  the  Standard,  it  is  apparent  that  the}'  would  still 
have  been  at  a  very  great  disadvantage  because  of  the  highlv  discrimi- 
natory chamcter  of  the  Oloan-Rochester  rate  of  the  Pennsylvania. 
It  will  be  recalled  that  rates  from  independent  shipping  points  into 
Rochester  were  from  12  cents  to  14^  cents  per  hundred  pounds,  or 
about  88  cents  to  46  cents  a  barrel,  as  compared  with  a  rate  of  9  cents 
per  barrel  in  tank  cars  o})tainod  by  the  Vacuum  (Standard)  Oil  Com- 
pany from  Olean.  The  discrimination  against  the  independents  on 
this  portion  of  the  haul  alone  would  have  made  it  practically  impos- 
sible for  them  to  use  the  Norwood  route,  even  had  they  obtained  equal 
treatment  for  that  portion  of  the  haul  beyond  Rochester. 

Section  14.  Evidence  of  the  secret  nature  of  the  rates  beyond  Rochester. 
The  low  rates  on  oil  from  Rochester  to  Vermont  via  Norwood  were 
of  a  secret  character.  In  the  case  of  the  tariffs  of  the  Centml  Vermont 
and  the  Rutland  railroads  on  tank-car  oil  from  Norwood,  it  is  true 
that  copies  wen*  tiled  with  the  Interstate  I'ommerce  Connnission,  but 
the  very  geneml  ignorance  of  such  rates  among  independent  roHners 
is  clear  proof  that  such  tariffs  had  an  exceedingly  limited  circulation. 
Convincing  evid«*nce.  however,  of  the  secn»t  nature  of  these  low  tank- 
car  rates  out  of  Norwood  is  furnished  by  corresix)ndence  betweeu  uwW- 
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pendent  refiners  in  western  Pennsylvania  and  railroads  leading  into 
Vermont  territory. 

The  following  letter  to  the  American  Oil  Works  (Limited)  from  the 
Rome,  Watertown  and  Ogdensburg  Railroad  is  self-explanatory: 

Rome,  Watertowx  and  Ogdex8burg  Railroad, 

N.  Y.  C.  Lessees, 
Rochester,  N,  }'.,  October  SO,  1891, 
American  Oil  Works  (Limited), 

Titusviile,  Pa. 
Gentlemen:  Replying  to  your  favor  of  13th  inst.,  requesting:  rates  to  northern 
New  York  and  Vermont  points  on  oil,  I  regret  to  say  I  am  unable  to^juote  you  rates 
to  the  points  in  question,  as  the  rates  are  made  and  given  at  point  of  shipment 
Yours  truly, 

H.  C.  Davis,  Contg.  Agt. 

The  Rome,  Watertown  and  Ogdensburg  Railroad  is  the  line  over 
which  the  shipments  of  the  Standard  (Vacuum)  Oil  Company  move 
from  Rochester  to  Norwood.  It  seems  incredible  that  this  company 
should  not  have  known  of  the  low  rates  from  Norwood  to  Vermont 
points.  In  any  event,  it  knew  that  the  Standard  Oil  Company  was 
shipping  a  large  quantity-  of  oil  over  its  lines  into  Vermont  via  Nor- 
wood, and  any  reasonable  consideration  of  the  welfare  of  other  patrons 
would  have  induced  the  road  to  find  out  the  rates  beyond  Norwood, 
if  it  did  not  already  know  them,  or  at  least  to  notif}^  the  would-be 
shipper  of  the  existence  of  this  combination  of  rates.  This  letter, 
therefore,  can  be  interpreted  only  as  convincing  evidence  that  the 
rates  from  Norwood  were  effectively  concealed.  At  the  time  this 
letter  was  written,  it  will  be  recalled,  the  Vacuum  Oil  Company 
was  obtaining  a  rate  of  only  $12  per  tank  car  from  Norwood  to 
Burlington. 

On  April  2,  181^5,  the  soliciting  agent  of  the  Lake  Shore  and  Michi- 
gan Southern  Railway  Company  wrote  the  American  Oil  Works  B8 
follows: 

(Yevki.ani),  Ohio,  April  2,  1895, 
The  American  Oil  Works, 

Titnsrille,  Pa. 
CiENTLKMKX:  KeferriiitT  to  our  conversiition  of  some  time  since,  relating  to  carload 
rates  to  Vermont  {n^ints,  I  have  looked  into  this  matter  very  careliilly  and  find  that 
the  following^  rates  are  the  l)est  at  the  present  time: 
Burlington,  Vt.,  44A(t«  jn^r  10()  Ihs.,  via  Rutland. 
St.  Alhans,  Vt.,  m^  [kt  1(K)  Ihs.,  via  Kutlan<l. 
Richtord,  Vt.,  54}e  per  llX)  Ihs.,  via  Malone. 
St.  Johnsbury,  Vt.,  3Gj^  per  1(K)  Ihs.,  via  Hellows  Falls. 
Newport,  Vt.,  8SA<;  jht  1(K)  lbs.,  via  Bellows  Falls. 

The  less  than  carloa*!  rate  to  St.  Johnsbury,  Vt.,  an<l  NewjM>rt,  \'t.,  is  33f  per 
100  lbs. 

Nt)te  the  attached  letter  we  have  from  Mr.  Chittenden,  of  the  Centml  Vermont 
Railway, 

Yours  truly,  W.  F.  Rkhards, 

Soliciting  Agent. 
/Return  the  letter. 
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Again,  on  April  12,  1898,  the  commercial  agent  of  the  New  York, 
Chicago  and  St.  Liouis  Railroad  Company,  one  of  the  Vanderbilt  lines, 
wrote  to  the  manager  of  the  American  Oil  Works,  Titusville,  Pa.,  as 
follows:* 

PiTT8BCR(J,  Pa.,  April  7;?,  189S. 
Rates  on  oil,  Titueville  to  Vermont  points. 
Mr.  T.  B.  Wmtgate, 

Manager  of  American  Oil  Works^  TitiLsville^  Pa. 
Dear  Sir:  Referring  to  conversation  the  writer  had  with  you  a  short  time  ago  in 
reganl  to  rates  on  oil  from  Titusville  to  points  in  Vermont, 

I  regret  exceedingly  that  at  the  present  time  we  can  not  name  satisfactory  rates 
on  oil  from  Titusville  to  Vermont  points.  We  hope,  however,  to  be  able  to  do  so 
in  the  near  future,  and  will  advise  you  just  as  soon  as  i)Ossible. 

Yours  truly,  W.  H.  Richards, 

Commercial  AgeiiL 
Howes. 

Here,  then,  were  two  lines  affiliated  with  the  New  York  Central 
and  hence  in  a  position  to  obtain  rates  from  the  New  York  Central 
and  its  connections,  one  of  which  fmnklj  states  to  an  independent 
refiner  that  it  can  not  name  satisfactory  rates  on  oil  from  Titusville 
to  Vermont  points,  and  the  other  quotes  a  rate  of  44i  cents  to  Bur- 
lington at  a  time  when  the  Standard  Oil  Company  was  able  to  ship 
from  Olean,  N.  Y.,  for  about  15.3  cents.  It  will  be  noted  that  the 
Burlington  rate  of  44i  cents  is  quoted  as  via  Rutland.  A  fair  inter- 
pretation of  this  letter  is  that  the  Lake  Shore  and  Michigan  Southern 
Railway  Company  either  was  not  informed  by  the  New  York  Central 
of  rates  via  the  Rochester-Norwood  route,  or  else  deliberately  with- 
held from  an  independent  refiner  at  Titusville  the  fact  that  the  low 
rate  applied  by  that  route.  In  view  of  all  the  circumstances,  the 
conclusion  seems  unavoidable  that  the  low  rates  via  the  Rochester- 
Norwood  route  into  Vermont  were  not  only  originally  intended  for 
the  exclusive  use  of  the  Standard  Oil  Companv,  but  that  efforts  were 
made  to  conceal  these  rates  from  competitors  of  that  compan}'. 

Further  evidence  of  the  secret  character  of  this  Olean-Rochester- 
Norwood  combination  of  rates  is  the  fact  that  independent  shippers 
have  practically  ceased  to  do  an\^  considerable  volume  of  business 
in  Vermont  territory,  whereas  the  Standard  Oil  Compan3''s  ship- 
ments are  heavy.  Apparentlv  no  independent  refiner  interviewed  by 
agents  of  the  liureau  had  the  slightest  information  from  railroad 
companies  of  the  existence  of  this  low  combination  of  rates.  The 
manager  of  the  American  Oil  Works  at  Titusville,  Pa.,  when  asked 
specifically  if  he  was  aware  of  this  rate  with  the  Rutland  from 
Norwood,  stated  positiv(»ly  that  he  had  no  knowledge  of  it  what(?ver, 
although  he  had  freqii«*ntly  asked  for  rates  into  Vermont  territory. 

«  Reix>rt  <»f  the  In<lu.strial  Commission,  Vol.  I,  v-  'M\. 
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Furthermore,  on  a  shipment  by  the  American  Oil  Works,  at  Titus- 
ville,  to  Jonesville,  Vt.,  on  October  15,  1900,  via  the  Dunkirk,  Alle- 
gheny Valley  and  Pittsburg  Railroad,  a  rate  of  33  cents  per  hundred 
pounds  was  charged  from  Titusville  to  Burlington  on  a  carload  lot  con- 
sisting of  58  barrels  of  refined  oil  and  2  barrels  of  gasoline  In  other 
words,  at  the  very  time  that  the  Standard  Oil  Company  was  shipping 
oil  from  Oiean  to  Burlington  for  about  15.3  cents  per  hundred  pounds, 
a  competitor  at  Titusville,  Pa.,  was  actually  charged  33  cents  per 
hundred  pounds.  It  is  hardly  surprising  that  comparatively  few  com- 
petitive shipments  to  Burlington  were  found. 

Further  comment  as  to  the  secrecy  of  this  combination  of  rates 
seems  almost  superfluous.  It  may  be  repeated,  however,  that  the 
authority  for  the  Olean-Rochester  rate  was  a  typewritten  order  con- 
spicuously marked  ''Not  to  be  posted;"  that  the  rate  was  only  about 
one-fourth  of  the  open  rate  of  the  Erie  Railroad  from  Olean  to  Roch- 
ester; that  shipments  at  this  rate  of  9  cents  per  barrel  were  blind- 
billed  by  the  Pennsylvania,  and  last,  that  for  years  this  rate  had  been 
in  effect  without  becoming  known  to  independent  refiners  who  for- 
merly did  a  large  business  in  the  Rochester  market.  If  contention 
be  made  that  this  rate  was  not  knowingly  used  on  interstate  business, 
it  need  onh'  be  said  that  the  Pennsylvania's  billing  at  Olean  clearly 
showed  Vermont  as  the  final  destination  of  a  very  large  number  of 
such  shipments,  and  specified  the  Norwood  route.  So  far  from  the 
9-cent  rate  being  only  occasionally  used  on  finished  products  of  the 
Olean  refinery,  more  than  200  cars  of  such  finished  products  were 
shipped  to  Vermont  alone  in  1904,  on  which  the  J*-cent-per-barrel  rat« 
applied  up  to  Rochester,  and  more  than  80(»  cars  of  such  finished 
products  were  shipped  to  destinations  in  New  York  State  beyond 
Rochester  or  Genesee  Junction  or  Butialo,  using  this  9-cont  mte  or 
the  other  secret  rates  named  up  to  these  junctions.  Moreover,  these 
finished  products  have  thus  been  shipped  in  large  quantity  for  years. 

The  argument  that  the  Standard  Oil  C'ompany  could  have  built  a 
pipe  line  from  Olean  to  Rochester  and  that  the  low  rate  of  the  Penn- 
sylvania was  put  in  to  prevent  this  hardly  calls  for  discussion.  The 
Standard's  pipe-line  system  extends  from  Indian  Territory  to  New 
York  Harbor  and  connects  with  every  refinery  of  the  coinpanv  from 
Kansas  to  the  Atlantic  sea))oard.  If  this  argument  of  the  PiMinsyl- 
vania  were  admitted,  the  Standard  might  with  e<|nal  justice  demand 
low  and  s(*cret  rates  on  its  entire  business. 

As  far  as  the  secret  nature  of  the  Norwood  rates  is  coiK-erned,  the 
enormous  discrepancy  between  the  rate  on  tank  ears  and  the  rate  in 
bai'rels  of  the  Uutland  and  Central  Vermont  is,  on  its  face,  convincing 
evidence  of  an  intent  to  discriminate  and  conceal.  The  fact  that  such 
low  tank-car  rates  have  been  in  efiect  for  at  least  sixteen  years,  during 
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which  time  independent  shippers  have  repeatedly  asked  for  rates  into 
Vermont  and  yet  never  obtained  information  in  regard  to  these  rates 
on  tank  cars,  should,  be  a  sufficient  indication  as  to  whether  or  not  the 
rates  were  secret. 

Section  15.  Discrimination  in  local  rates  from  Burlington  to  Vermont 
points. 

The  advantage  of  the  Standard,  however,  did  not  end  here.  An 
examination  of  the  records  of  the  Central  Vermont  Railway  showed 
that  that  company  had  in  effect  still  other  low  tank-car  rates  for 
local  hauls  out  of  Burlington  to  Vermont  points.  Furthermore, 
that  company  allowed  the  Standard  Oil  Company  secret  and  highly 
discriminating  rates  on  less-than-carload  shipments  from  Burlington. 

These  less-than-carload  rates  were  applied  by  false  way  billing  and 
subsequent  manipulation  of  the  company's  accounts.  The  method 
was  in  brief  as  follows:  Oil  shipped  out  of  Burlington  over  the  Cen- 
tral Vermont  was  billed  at  the  regular  tariff  rates  as  prepaid,  but 
settlement  was  actually  made  with  the  genenil  office  of  the  company" 
monthly.  The  local  agent,  having  reported  the  shipments  as  prepaid, 
made  claim  up>on  the  general  office  for  '^  relief'  of  the  charges  in  order 
to  balance  his  accounts.  His  relief  claim  showed  the  various  ship- 
ments entered  in  detail  at  the  full  rates.  After  this  reached  the  main 
office,  however,  a  revised  statement  was  prepared  using  the  special 
rates  on  less  than  airloads,  where  such  rates  wore  allowed,  and  com- 
puting the  charges  on  this  basis.  The  Standard  Oil  Compan}'  was 
charged  with  the  amount  shown  on  this  revised  statement  and  the 
difference  l)etween  it  and  the  agent's  st^itement  charged  to  freight 
receipts  to  lialance. 
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A  copy  of  part  of  one  of  these  statements,  as  revised  in  the  main 
office  of  the  railroad  compan}^  follows: 


F.  A.  411.  Claim  No.  C.  2441 

CENTRAL  VERMONT  RAILWAY  COMPANY. 
This  Statement  must  not  be  detached  from  Voucher. 
Burlington  Sta. 
Standard  Oil  Co.  Month  of  Dec.  1904 


WAY-BILL 
Date                   No 

CARS 
.      Whose      N 

^    Articles 

Weight 

DIVISIOh 
Rate 

'  OF  CHARGES 
Charges 

Windsor 

40  Bbls. 

16000 

8i 

13.60 

59.20 

Hartland 

2     ** 

800 

18 

1.44 

2.96 

W.  River  Jet. 

16     *♦ 

6000 

8 

4.80 

21.60 

a 

1  Tank 

51898 

35.00 

:i5.  00 

35.00 

Hartford 

2  BbLs. 

800 

18 

1.44 

2.88 

Sharon 

5     ** 

2000 

18 

3.64 

6.80 

So.  Royalton 

17     " 

6800 

18 

12.20 

21.76 

Rovalton 

2     '* 

800 

18 

1.44 

2.40 

Bethel 

10     ** 

4000 

18 

7.20 

11.60 

« 

* 

#                   « 

« 

* 

« 

Jericho 

4     " 

1600 

10 

1.60 

1.92 

Cloverdale 

1     " 

400 

10 

.40 

.56 

Jeffersonville 

• 

6     '^ 

2400 

9 

2.16 

4.32 

172.55 

671.59 

519.  83 

■ 

S.  0.  Co. 

1.20 

Due  from 

521.03  BC 

17.38 

Agent jj  Rel 

lef  Account 

Charjred 

$671.59 

j 

Should  l>e 

521.0:5 

1 

$150.  5()  oc 

111  the  above  statement  the  tiofures  to  the  extreme  ritifht  are  the 
extensions  of  the  freight  charcres  at  the  full  tariff  rate  as  made  by  the 
local  a^i^ent.  After  the  statement  reached  the  main  ofiice  a  new  one 
was  prepared  in  whicii  the  actual  rates  at  which  the  freiorht  was  settled 
for  were  entered  and  extensions  made  at  these  rates  as  shown.  In 
some  cases  no  chanties  in  the  charges  resulted,  for  the  reason  that 
secret  rates  did  not  apply  on  less-than-carload  l)usiness  to  all  points 
and,  a^ain,  because  no  chancre  was  made  in  the  full  tank-car  ship- 
ments. It  will  be  seen  from  the  statement  that  after  the  adjustment 
to  the  basis  of  secret  rates  had  been  made  the  total  chart|;es  on  ship- 
ments of  the  Standard  in  the  month  of  December  were  reduced  from 
Sr>7l.51^  to  S51i*.83.  A  slight  correction  was  added,  making  the  total 
ninount  due  from  the  Standard  after  applying  the  secret  rates  ^521.03. 
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Thi8  was  the  amount  actually  charged  the  Standard  Oil  Company. 
The  difference  between  this  and  the  amount  of  charges  at  the  full  rates, 
namely,  $150.56,  was  charged  against  freight  receipts  in  order  to  keep 
the  books  of  the  railway  company  balanced.  These  figures  do  not, 
however,  indicate  the  full  extent  of  the  departure  from  published 
rates,  since  they  include  carload  business  on  which  the  same  rate 
appears  in  both  columns  of  charges,  although,  as  shown  below,  these 
tank-car  rates  were  also  secret.  Omitting  all  tank-car  shipments,  the 
charges  on  less  than  carloads  shipped  during  December,- 1904,  were, 
at  the  published  rates,  $372.04.  The  actual  charge  to  the  Standard 
on  them  was  $221.48,  or  a  reduction  of  over  40  per  cent.  This  differ- 
ence was  virtually  a  rebate  to  the  Standard  Oil  Company,  though  not 
in  the  technical  sense  of  having  been  repaid  to  them. 

It  was  found  that  there  were  fifty- five  of  these  secret  rates  on  less- 
than-carload  shipments  out  of  Burlington.  These  rates  and  the  cor- 
responding second-class  rates,  which  would  be  the  tariff  rates  on  less- 
than-carload  shipments  under  the  tariffs  of  the  Central  Vermont, 
follow. 


COMPARISON  OF  SECRET  LESS-THAN-CARLOAD  WITH  SECOND-CXASS  RATES  OF  CENTRAL 
VERMONT  RAILWAY  BETWEEN  BURLINGTON  AND  OTHER  I»OINTS  IN  VERMONT. 

[Rates  in  cents  per  hundred  pounds.] 


Between  Burlington  and— 


Hifrhgate  Springn,  Vt  . . . 

EaMt  Swanton,  Vt 

Alburg.  Vt 

EaKt  Alburg.  Vt 

West  Swanton.  Vt 

Swanton,  Vt 

St.  Albann,  Vt 

Richford.  Vt 

Ea«t  Berkshire.  Vt 

North  Enoi^urg.  Vt 

Enoitburg  Falls,  Vt 

South  Franklin,  Vt 

North  Sheldon,  Vt 

Sheldon  Junction,  Vt . . . 

Sheldon  Springs,  Vt 

Oakland,  Vt 

Georgia.  Vt 

Milton,  Vt 

Colchester,  Vt 

Cambridge  Junction,  Vt. 

Jeffeisonville,  Vt 

Cambridge,  Vt 

Cloverdale,  Vt 

North  Underhill,  Vt 

Underbill,  Vt 

Jericho,  Vt 

Eaiex  Center,  Vt 

Essex  Junction,  Vt 


Secret 
rate. 


12 

10 

10 

10 

16 

16 

15 

V2 

17 

17 

16 

16 

16 

16 

16 

14 

12 

10 
9  ■ 
9  I 
9  ! 
9  I 

10 

10 

10 ! 

10  ' 


Second- 
ela.sa. 
rate. 

i  21 

20 
I  22 

21 
I  21 

•20 
I  18 

25 
I  28 

!  22 

I  It 

1  16 

14 
12 
11  ' 
18 
18 
16 
14 
14 
12 

11 
9 


Between  Burlington  and— 


Win(K>«ki.  Vt 

WilliHton.Vt 

Richmond,  Vt 

Jonewville,  Vt 

Bolton.  Vt 

North  Duxbury,  Vt 

Waterbury,  Vt 

Middlesex.  Vt 

Willlamwtown.Vt 

South  Barre.Vt 

Barre.Vt 

Montpeller.Vt 

Northfield.Vt 

Roxbury,  Vt 

East  Granville,  Vt 

Braintree,  Vt 

Randolph.  Vt 

Bethel.  Vt 

Royalton.  Vt 

South  Royalton.  Vt 

Shan>n.  Vt 

We«t  Hartford,  Vt 

Hartfonl,  Vt 

White  River .huHtion.Vt. 

North  Hart  land.  Vt 

Hart  hind.  Vt 

Windsor.  Vt 


Se<*ret 
rate. 


iSecond- 

elass 
'    rate. 


6  ' 

9 

10 

12 

12 

14 

16 

12  ; 

18 

15 

19 

19 

23 

11  , 

22 

10' 

21 

10  1 

20 

17 

21 

17 

•23 

IM 

•25 

18 

27 

18 

28 

18 

29 

18 

30 

18 

32 

Ih 

'M 

18 

:i.5 

IH 

:i6 

S 

:i6 

\s 

3«; 

18 

37 

K 

37 

\     , ._ 
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Rates  on  full  tank-car  shipments. — As  just  stated,  the  Central 
Vermont  not  only  allowed  the  Standard  Oil  Company  these  secret  rates 
on  less  than  carload  shipments,  but  it  also  quoted  that  company  flat 
rates  on  tank  cars,  on  shipments  from  Burlington  to  several  points, 
which  were  distinctly  low.  These  rates  were  in  the  form  of  spe<*ial  rate 
advices  and  were  issued  as  for  "account  of  Standard  Oil  Company.-' 
A  cop3^  of  one  of  these  rate  advices  follows: 

(t.  F.  D.  702 

CENTRAL  VERMONT  RAILWAY  COMPANY. 
!  Office  of  General  Freight  Agext. 


No.  05/31  Cancelling  04/79.  St.  All^ans,  Vt.,  Sept.  25th,  1905. 

Agent  must  enter 
this  number  on 
way-bill  SPECIAL  RATE  ADVICE. 


The  following  special  rate  is  authorized  on 

Petroleum  Oil  in  Tank  Can?. 
Account  of  Standanl  Oil  Company 

From—          I  To—  '             Rate 

Burlington I  Al burgh,  Vt.  886. 00  pi?r  car. 

Barre.  "  36.00  •*  *' 

Bethel.  "  !    4o.00  "  "        | 

Essex  Jet..  "  I    10.00  "  "        , 

Enasbuiy  Falls,  "  .35.00  '*  "        | 

Monti>elier,  "  i    .%.00  "  "        ; 

Riehmond,  "  :W.OO  "  - 

St.  AlbauH.  "  30.00  •'  ** 

I  White  River  Jot..  "  35.00  "  "        j 


Via 

TluH  rate  will  expire  December  )^lst,  1905,  unless  otherwi.«e  advised. 

ROBKKT  L.  BrRNAP, 

(Jeneral  Freijjrht  Agent. 
To  W.  G.  C,  W.  11.  L. 
Athv  S-172.  S 


It  will  be  noted  thiit  no  limit  as  to  weight  is  imposed  by  this  rate 
order.  Accepting  HO,(K)i)  pounds  as  the  average  weight  of  the  car, 
which  seems  reasonable  and  which  is  rather  less  than  the  avei'ag'e 
weight  of  cars  shipped  into  Burlington  from  Olean  in  lt^o4,  these  rates 
are  (Hpiivalent  to  from  less  than  '2  to  7A  cents  per  hundred  pounds. 
Although  the  distances  are  fairly  short,  these  rates  are,  neverthe- 
less, very  low  for  this  territory.  This  is  indicated  by  the  following 
tabl(\  showing  the  rates  reduced  to  the  basis  of  loo  pounds,  and  on 
the  assumption  of  ()0,(M)0  pounds  as  the  weight  of  a  tank  car,  together 
with  the  distances  from  Burlington.  The  third-class  rates  of  the 
Central  Vermont  are  also  added,  since  this  rate  is  the  one  ordinarily 
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applied  b}'^  that  railroad  on  local  shipments  of  petroleum  in  full  car- 
loads, and  the  rates  actuall}^  charged  independents  on  certain  ship- 
ments of  oil  in  barrels  from  Burlington. 

SPECIAL  LOCAL  RATES  ON  OIL  IN  TANK  CARS.  CENTRAL  VERMONT  RAILWAY. 


From  Burlington,  Vt.,  to— 


1  Spetiial  rate.       '  Thlrd-claaa 

.Distance. — ■    rate  per 

Per  car.    Per  cwt.a'       cwt. 


Albarg.  Vt 

Barre,  Vt 

Bethel,  Vt 

Essex  Junction,  Vt 

Enonburg  Falls,  Vt 

Montpelier,  Vt 

Richmond.  Vt 

St.  Albans.  Vt 

White  River  Junction,  Vt. 


Miles. 
63 
50 
79 

8| 
51 
42  1 
18  j 
33  ! 
104  , 


$36.00 
36.00 
46.00 
10.00 
3.5.00 
36.00 
30.00 
30.00 
35.00 


(\mts. 


6 

7.6  [ 

1.7  ^ 

5.8  1 
6  i 
6  i 
6  I 
6.8  i 

I 


n 

16 
23 
8 
17 
16 
10 
15 
28 


oSo  weight  limit  on  carloads  being  speclfled,  rates  per  hundredweight  are  based  on  60,000  pounds. 

It  may  further  be  noted  that  after  the  investigation  of  the  Bureau 
had  been  ordered  the  Central  Vermont  made  these  special  rate  advices 
read  applicable  to  all  shippers,  instead  of  to  the  Standard  Oil  Com 
pan}'.     This  belated  change  is  suggestive. 

It  was  claimed  by  the  Central  Vermont  Railway,  and  also  by  the 
traffic  manager  of  the  Standard  Oil  Company,  that  notwithstanding 
the  fact  that  these  special  rate  advices  specitically  mentioned  tliat  com- 
pany as  the  recipient  of  these  rates,  they  were  not  secret,  but  would 
have  been  open  to  any  shipper  asking  for  them.  A  fair  answer  to 
this  is  that  it  is  the  general  practice  of  the  Central  Vermont  to  charge 
the  third-class  rates  on  petroleum  in  car  lots,  that  these  special  rate 
advices  were  not  published,  and  that  a  shipper  in  western  Pennsyl- 
vania would  have  no  reason  to  suppose  that  such  rates  were  in  effect 
in  view  of  the  usual  practice  of  the  road  in  charging  third-class  rates. 
Furthermore,  third-class  rates  have  been  (juoted  indei)endent  shippers 
by  the  Central  Vermont  Railway'  from  Rouses  Point  and  from  White 
River  Junction,  which  were  very  much  higher  than  these  tank-car 
rates  out  of  Burlington.  A  shipper  in  the  intc»rior  would  naturally  ask 
for  local  rates  from  Rouses  Point  inst(*ad  of  from  Burlington  in  order 
to  reach  towns  in  the  northern  part  of  the  State.  If  these  special  rate 
advices  were  really  open,  shippers  inquiring  for  rates  from  Rouses 
Point  ought  to  have  been  advised  of  the  low  rates  from  Burlington 
which  would  make  a  much  lower  combination. 
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In  this  connection  the  following  letter  is  of  interest: 

[Special  order,  series  1902.  No.  D-76.] 
[Mr.  Wm.  H.  Greene,  agent,  Burlington,  Vt.    Mr.  W.  C.  Crabbe.  auditor,  St.  Albans,  Vt.] 

Nov.  3,  1902. 

Dear  Sirs:  Oil,  tank  cars,  account  of  Standard  Oil  Company,  ex  Olean,  N,  1'.,  via 
Nonvood  and  Rouses  Point  to  Burlington. 

Inasmuch  as  this  traffic  is  to  travel  from  Olean  to  Burlington  via  Rousee  Point  and 
our  line,  I  have  arranged  the  following  rates  for  refor warding  tank  cars:  Burlington 
to  Essex  Junction,  |10  i>er  car;  Enosburg  Falls,  $35  i>er  car;  Bethel,  $45  per  car. 

It  is  to  be  understood  that  the  Standard  Oil  people  will  notify  us  in  advance  and 
enable  us,  if  it  is  possible,  to  stop  the  Enosburg  Falls  cars  off  at  St.  Albans,  returning 
it  from  this  point,  the  through  bill  going  into  Burlington,  you  to  make  out  a  bill  of 
$35  from  Burlington.  On  the  cars  for  Essex  Junction  the  S.  O.  Co.  to  notify  us  in 
advance,  to  enable  us  to  stop  the  car  at  Essex  Jet.,  the  through  bill  going  into  Bur- 
lington, you  to  make  a  bill  from  Burlington  to  Essex  at  $10.  On  the  cars  for  Bethel 
we  to  be  notified  and  forward  direct,  through  bill  going  to  Burlington,  you  making 
bill  from  Burlington  to  Bethel  at  $45. 

The  above  will  be  the  flat  billing  rates. 

Yours  truly,  , 

General  Freight  Agent, 

This  letter  clearly  shows  that  it  was  intended  to  apply  these  local 
rates  in  connection  with  oil  from  Olean,  N.  Y.,  or,  in  other  words,  on 
interstate  business.  This  forcibly  emphasizes  the  point  so  f requentl^^ 
made  in  this  report  that  by  combining  unpublished  State  rates  with 
interstate  mtes  the  whole  purpose  of  the  interstate  commerce  act  can 
be  practically  nullified.  In  this  case,  however,  the  interstate  rate  was 
also  secret.  The  repeated  reference  in  the  letter  to  the  Standard  Oil 
Company  confirms  the  contention  that  these  tank-car  rates  of  the  Cen- 
tral Vermont  were  specificalh^  meant  for  the  Stjindard. 

The  reference  in  the  letter  to  the  billing  of  cars  through  to  final  des- 
tination, instead  of  reconsigning  them  at  the  local  rates,  makes  the 
interstate  nature  of  the  transaction  all  the  more  apparent,  since  it 
shows  that  a  continuous  movement  from  Olean  to  final  destination  was 
contemplated. 

Section  16.  Net  advantage  of  the  Standard  Oil  Company  over  competitors 
on  shipments  to  Vermont. 

The  net  advantage  of  the  Standard  Oil  Company  over  independent 
shippers  for  the  entire  haul  from  Olean  to  the  final  destination  in  V^er- 
mont  may  be  arrived  at  by  adding  to  the  secret  combination  of  rates 
into  Burlington  these  flat  tank-car  rates  or  the  secret  less-than-carload 
r*ates,  and  comparing  the  result  with  the  combination  of  the  open  rate 
from  western  Pennsylvania  to  Hurlington  plus  the  third-class  rate  from 
Burlington  to  final  destination  in  Vermont.  This  third-class  i*ate  was 
undoubtedly  the  only  one  available  to  independent  shippei*s.  This 
comparison  is  given  in  the  table  at  top  of  page  li^7. 
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C0MPAKI80N  OF  CARLOAD  OIL  RATES  FROM  OLEAN,   N.  Y.,  AND  FROM  OIL  CITY,  PA..a 

TO  POINTS  IN  VERMONT. 

[Rates  in  cents  per  hundred  pounds.] 


From  Olean.-N.  Y. 


From  Oil  City,  Pa.,  etc. 


Carlciidfi  to— 


djieclal  ear- 
To  Bur-  '  load  rate  j 
lington.     from  Bur-  { 

I    lington.    ; 


Burlington,  Vt 

Alburg,  Vt 

Barre.Vt 

Bethel.Vt 

Evex  Junction,  Vt . 
Eno»burg  Falls,  Vt . 

MontpeUer,  Vt 

Richmond,  Vt 

St.  Albans,  Vt 


White  River  Junction,  Vt.6 . 


6 

7.5  , 

L7  j 
5^.8 

6    : 

5  ; 
^  \ 
5.8 


ToUl. 


15. » 
21.  W 
21.34 
22.84 
17.04 
21.14 
21.^ 
20.^4 
'20.34 
21.14 


Third 
To  Bur-  claw  rate 
lington.  from  Bur- 
lington. 


33  > 

S3  I 


33  • 
33  , 


33  i 


ToUl. 


Advantage 

of 

Standard 

Oil  Co. 


17.66 
28.66 
27.66 
33.16 
23.96 
28.86 
27.66 
'22.66 
27.66 
39.86 


a  Oil  City  rates  apply  also  from  most  other  western  Pennsylvania  refining  points. 
'•To  White  River  Janction  there  is  a  rate  of  30i  cents  from  Oil  City  via  Concord.  N.  H. 

From  the  above  table  it  will  be  seen  that  the  Standard  Oil  Company 
was  able  to  ship  oil  from  Olean  to  the  various  destinations  named  at 
rates  ran^n^  from  15.34  cents  in  the  case  of  Burlington  to  22.84 
cents  for  Bethel.  The  cost  to  independent  shippers  in  Oil  City,  on 
the  other  hand,  under  a  combination  of  the  openly  published  rates, 
ranged  from  33  cents  in  the  case  of  Burlington  to  5^  cents  to  Bethel 
and  61  cents  for  White  River  Junction.  Except  to  White  River  Junc- 
tion the  charges  of  the  Standard  were  in  every  case  less  than  half  the 
rates  nvailable  to  competitors.  To  White  River  Junction  a  lower  rate 
could  be  made  via  the  southern  routes. 

Even  assuming  that  these  flat  rates  on  tank  cars  from  Burlington 
can  be  considered  as  open  rates,  the  Standard  Oil  Company  would  still 
have  a  very  important  advantage  over  its  competitors,  owing  to  the 
secret  combination  of  rates  into  Burlington.  This  is  indicated  b}'  the 
following  table: 

COMPARISON  OF  CARLOAD  OIL  RATRS  FROM  OLEAN  AND  FROM  OILCITVa  TO  POINTS  IN 

VERMONT.  BASED  ON  FLAT  TANK-CAR  RATES  FROM  BIRLINGTON  TO  DESTINATION. 

I  Rate:*  in  centi«  per  hundre<l  pounds.  J 


To- 


Alhurg.Vt 

Barre,  Vt 

Bethel,  Vt 

Eflnez  Junction,  Vt 

Enosbuig  Falln,  Vt 

Montpelier,  Vt 

Richmond.  Vt 

8t.  Albana.  Vt 

White  River  Junction.  Vt. 


From 
Clean. 

From 

Oil  City. 

etr.n 

Advantage 
of  SUnn- 
ard  Oil  Co. 

•J1.3I 

39 

17.  «6 

•21.  ai 

39 

17.66 

'22.  M 

40.50 

ft  17. 66 

17.01 

34.70 

17.66 

21.14 

3M.80 

17.66 

21.'^ 

39 

17.66 

20.34 

:« 

17.66 

A).  34 

:<8 

17.66 

21.14 

3X.H0 

M7.66 

«011  City  rates  aljio  apply  from  mo«»t  other  western  lYnnxylvaniH  reHiiinif  |M»int.«*. 

6Theae  pointR  can  be  reached  on  a  lower  rate  fn)m  Oil  City,  via  VVind.M>r.  Vt..  or  Concord.  N.  U. 
On  thin  baais  the  ndrantaffe  of  Htandanl  to  Bethel  (via  Win»l><>T\  wo\\U\  \ye  \^.'&>i>  v«v\\V>^\  ^vXnvcWNjbj^v  vA 
Standard  to  White  River  Junction  (via  Concord)  would  \>e  h.^  ceT\\». 
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Advantage  of  Standard  on  less  than  carloads.— The  advantage 
of  the  Standard  Oil  Compan}'  on  less-than-carload  shipments  is  much 
more  striking,  owing  to  the  fact  that  under  the  published  tariffs  of  the 
Central  Vermont  less-than-carload  shipments  take  the  second-class 
rate.  Comparison  of  charges  on  less-than-carload  lots  may  be  made 
on  the  assumption  that  the  independent  would  ship  in  full  carloads  to 
some  central  distributing  point  in  Vermont,  like  Burlington,  or  some 
other  point  to  which  through  mtes  were  made,  as,  for  instance,  Rutland 
or  Bellows  Falls,  and  then  supply  the  local  towns  by  less-than-carload 
shipments.  The  following  table  compares  the  total  cost  of  this  method 
of  shipment  to  the  Standard  Oil  Company  by  way  of  Burlington  with 
that  of  independent  shippers  from  Oil  City  by  way  of  Burlington,  or 
the  most  favorable  route;  in  the  case  of  the  Standard  the  secret  less- 
than-carload  rates  are  combined  with  the  tank-car  rate  into  Burling- 
ton, while  in  the  case  of  independent  shippers  the  second-class  rate, 
the  only  published  rate,  is  added  to  the  carload  mte  up  to  the  dis- 
tributing point: 

COMPARISON  OF  SECRET  RATES  FROM  OLEAN,  N.  Y..  AND  OPEN  RATES  FR(»M  OIL  CITY,a 
PA..  TO  VERMONT  POLVTS,  LESS-THAN-CARLOAD  RATIIS  BEING  USED  FROM  BURLING- 
TON,  VT..  TO  DESTINATION. 

[Rates  in  cents  per  hundred  pounds.] 


From  Olean,  N.  V. 


Lens  than  carloads  t«v 


To  Bur- 
IhiKton. 


Secret  les«- 

than-car- 
load  rates,    Total. 

from  Bur- 
lington. 


From  Oil  City,  Pa.,  etc. 


To  Bur- 
lington. 


Second- 
cla*«  (less 
than  car- 
load) rate, 
from  Bur- 
lington. 


Total. 


Advan- 
tage of 
Standard 
Oil  Co. 


South  Royalton,  Vt. 

Bethel,  Vt 

Williamstown.Vt  .. 

Barre.Vi 

Montpelier,  Vt 

Waterbury,  Vt 

Richford,  Vt 

Enosburg  Falls,  Vt  . 

Alburg.  Vt 

East  Alburg, Vt  .... 
Cambridge,  Vt 


L.  rate. 
15.34 

lo.  84 
15.34 
15. 34 
15.34 
15.^ 
15.  :m 
15.34 
15.34 
15.3-4 


C.  L. 


19 
10 
10 
12 
12 
U\ 
10 
10 
9 


3;i.34  ' 

33.34 

'M.34 

25.34 

25.  34 

27.34  , 

27.34 

31.34 

25. 34 

25.34 

24.31 


•ate. 
3;} 

33 
33 
33 

:« 
:« 
3,3 

33 


29 
23 
21 
20 

IS 


(..5  I 

62 

56 

54 

53 

51 

5« 

55 

5.5 

M  , 

49 


ft  31. 66 
ft  28.  66 
21.66 
28.66 
ft  27.  66 
23.66 
30.66 
23.66 
29.66 
28.66 
24.66 


«()il  City  ratt's  also  a|>ply  from  most  other  western  Pennsylvania  rctining  |M)iiits. 

''These  points  can  be  reached  on  ii  lower  rale  fn»m  oilCity.  via  Windsor,  Vt.  On  this  ba.<4i5t  the 
advantage  of  Standard  to  South  Koyalton  would  be  h.U]  cents;  advantage  of  Standard  to  Bethel 
would  be  9. 16  cents;  advantage  of  Standard  to  .M(»ntpelier  would  be  27. 16  cents. 

Tluis,  every  carrier  interested  in  the  transportation  of  the  oil  of  the 
Standard  Oil  Company  from  Olean  to  Burlington  jifave  that  company 
tremendously  discriminating^  secret  rates,  and  the  net  result  of  these 
various  discriminations,  as  far  as  Vermont  was  concerned,  was  to 
enable  the  Standard  to  ship  oil  to  a  large  section  of  that  State  for 
/jboiit  half  the  charge  imposed  upon  its  competitors. 
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It  has  already  been  shown  that  in  eleven  months  of  the  year  1904: 
the  Standard  Oil  Company  and  the  Vacuum  Oil  Company  billed  195 
cars  of  oil  from  Olean  into  Burlington,  Rutland,  and  Bellows  Falls, 
of  which  157  cars  were  for  Burlinorton.  Whether  additional  <*ars  were 
shipped  direct  from  Rochester  and  Buffalo  can  not  be  definitely  stated, 
in  view  of  the  refusal  of  the  New  York  Central  and  Hudson  River 
Railroad  Company  to  permit  an  inspection  of  its  billing  from  the 
latter  points.  It  seems  altogether  probable,  however,  that  there  were 
considerable  shipments  from  Buffalo  or  from  Rochester  direct,  partic- 
ularly of  lubricating  oil. 

Section  17.  Use  of  Becret  rates  on  shipments  to  Canada. 

The  blind-billing  records  of  the  Pennsylvania  Railroad  Company 
indicate  that  the  Norwood  route  was  not  used  for  shipments  into 
Canada.  A  considerable  amount  of  oil  destined  to  Canadian  points, 
however,  was  shipped  under  the  secret  rate  of  the  Pennsylvania  from 
Olean  into  Buffalo.  THe  blind-billing  records  for  eleven  months  of 
19(H  (records  for  the  month  of  May  having  been  lost  or  mislaid) 
showed  that  cars  had  been  consigned  to  Canadian  points,  using  the 
blind-billing  rate  as  far  as  Buffalo,  as  follows: 

^       Dc«..n.,.«n.  Number  !l       •  jjestlnatlon.'  Z^}'-"" 


Moneton '  3  |   Berlin ,  1 

Montreal ,  10  P  Ottawa I 

SamU 8  jl  Markham !  1 

Toronto '  3   i  Kinf?Hton ,  1 

«•'""'«'» I  1  li  Total So 

Brantford 1  , 

IV.  OPEN  ABRANGEMENT  OF  BATES. 

In  addition  to  the  serious  discriminations  by  means  of  secret  rates, 
already  discussed,  the  Standard  Oil  Company  enjoys  a  further  advan- 
tage in  the  Middle  Atlantic  States  in  the  open  arrangement  of  tariffs. 
These  advantages  exist  chiefly,  if  not  exclusively,  with  respect  to  the 
plants  of  the  Standard  in  western  New  York.  The  rates  paid  by  the 
Standard  from  its  refineries  at  Franklin  and  Pittsburg.  Pa.,  appear 
to  be  uniformly  the  same  as  those  paid  by  neighboring  competitive 
refiners. 

Section  18.  Rates  from  Olean  and  Buffalo  compared  with  those  from 
Bradford. 
Such  favorable  adjustment  of  mtes  from  Standard  Oil  Company 
shipping  points  is  clearly  brought  out  in  the  case  of  Olean.  That 
point,  it  will  be  nicalled,  is  exclusively  a  Vacuum  (Standard)  Oil  Com- 
jmny  shipping  station,  whereas  Bnulford,  whicli  is  only  :i.">  miles  dis- 
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tant  from  Olean,  is  exclusively  an  independent  shipping  point.  The 
arrangement  of  rates  on  petroleum  from  these  two  points  is  indicated 
by  the  following  table,  showing  the  open  tariff  charges  to  selected 
destinations  which  are  representative  of  the  respective  adjacent  terri- 
tories: 

COMPARISON  OF  RATES  OX   REFINED  OIL   FROM  OLEAN    AND  BRADFORD  TO  VARIOUS 

EASTERN  POINTS. 
[Rates  in  cents  per  hundred  pounds.] 


To- 


Rate. 


From 
Olean. 


Differ-    i 
enec  in 
Bmdford.  favor  of  , 
I   Olean.    ' 


From 


Distance. 


From    I     From 
Olean.    Bradford. 


Albany 

Binghamton.. 

Boston 

Rutland 

Bellows  Falls. 
Jersey  City 


1 

' 

Miks.    j 

Miles. 

lU 

I54I 

4! 

323  1 

348 

in 

144 

3  1 

180  ' 

202 

19 

'2m\ 

44 

517 

5S9 

19 

234, 

44 

3d5  < 

417 

19 

23il 

-**! 

448  : 

470 

164 

104.... 

1 

3%  1 

421 

The  Eric  Railroad  Company  quotes  from  Olean  to  Albany,  Troy, 
Cohoes,  Schenectady,  and  intermediate  points  on  the  Delaware  and 
Hudson  between  Binghamton  and  Alban}',  a  rate  of  Hi  cents  per 
hundred  pounds;  this,  by  comparison  witli  eastern  oil  rates  generall}', 
maj'  be  considered  a  rather  low  rate.  Instead  of  putting  Bradford, 
only  25  miles  from  Olean,  on  an  equal  basis,  the  Erie  Kail  road  Com- 
pany's charge  from  Bradford  to  the  same  destinations  is  15^  cents  per 
hundred  pounds.  The  independent  shipper  pays  85  percent  more  for 
a  haul  only  from  8  to  12  per  cent  longer.  Butlalo.  a  vSttmdard  Oil 
shipping  point,  takes  the  same  rate  as  Olean  to  these  Delaware  and 
Hudson  points:  namely,  Hi  cents.  To  Binghamton  itself  the  rate  from 
Buffalo  and  Olean  is  Hi  cents;  from  Bradfoi'd  the  rate  is  14i  cents. 
There  is  thus  a  discrimination  in  this  case  of  3  cents  per  hundred 
pounds,  which  can  not  be  justified  by  the  slight  difference  in  distance. 
The  discrimination  in  these  rates  to  points  on  the  Delaware  and  Hud- 
son is  all  the  more  marked  because  to  ^Jersey  City  a  common  rate  of 
lOi  cents  is  made  from  Buffalo,  Olean,  Bradford,  and,  in  fact,  from  all 
the  independent  refining  points  in  western  Pennsylvania. 

This  latter  arrangement  is  in  accordance  with  the  esta})lished  prin- 
ciples of  commodity  rate  making.  It  will  be  noted  that  the  haul  to 
Jersey  City  involves  interstate  Imsiness,  while  from  Buffalo  and  Olean 
to  Albany  and  other  Delaware  and  Hudson  points  the  traffic  is  wholly 
within  New  York  State.  Furthermore,  it  should  be  observed  that  the 
Standard  Oil  Company  has  no  special  need  of  a  low  rate  from  either 
Buffalo  or  Olean  to  Jersey  City,  })ecauso  of  tlu^  immense  capacity  of  its 
refineries  on  New  York  Harbor,  which  are  easily  ai)le  to  supply  the 
torritorv  in  that  vicinitv. 


MAP  COMPARING  OIL  RATES   FROM  OLEAN.  BUFFALO,  AND  ROCHESTER,   N.   Y..  AND 
FROM  BRADFORD.  PA.,  TO  ALBANY  AND  NEW  YORK  HARBOR. 


OLEAN    RATES. 


131 


The  discriminations  above  discussed  are  illustrated  by  the  accom- 
panying map. 

A  similar  advantage  is  enjoyed  b}'  Olea^n  on  shipments  to  various 
New  England  points.  Thus  to  Boston,  as  shown  by  the  above  table, 
Olean  takes  a  rate  of  19  cents,  whereas  Bradford  and  the  other  inde- 
pendent retining  points  in  western  Pennsylvania  take  a  rate  of  23i 
cents.  This  discrimination  in  favor  of  Olean  applies  to  a  large  number 
of  points  in  Massachusetts,  New  Hampshire,  and  Vermont,  which  take 
the  Boston  i-ate.  Of  course  the  volume  of  shipments  from  Olean  into 
southern  and  eastern  New  England  is  not  large  because  the  Standard 
can  supply  that  territory  more  cheaply  from  its  seaboard  refineries. 
This  is  shown  in  more  detail  elsewhere  (p.  148). 

The  discriminatory  character  of  the  eastbound  mtes  from  Olean  and 
from  independent  refining  points  is  brought  out  in  striking  relief  b}' 
a  comparison  of  charges  on  westbound  business.  In  this  case  the 
Standard  Oil  Company's  plant  at  Olean,  although  considerably  more 
distant  from  western  markets  than  Oil  City,  Titusville,  and  other 
independent  refining  points  in  western  Pensylvania,  is  given  the  same 
rates,  even  to  markets  as  near  as  Cleveland.  In  fact,  Olean  has  in 
some  instances  an  actual  advantiige  on  westbound  shipments.  The 
westbound  oil  tariff  of  the  Erie  Railroad  quotes  conmion  rates  from 
Oil  City,  Franklin,  and  Reno  to  western  points.  Ordinarily  Buffalo 
takes  the  same  rate  as  the  shipping  points  named,  but  in  a  number  of 
instances,  particularly  to  Michigan,  the  Buffalo  rate  is  somewhat  less 
than  that  from  Oil  City.  Provision  is  made  in  the  Olean  tariff  of  the 
Erie  Railroad  that  on  western  shipments  this  point  shall  be  entitled 
to  the  Buffalo  rate.  The  effect  of  this  provision  is,  therefore,  to  give 
Olean  at  least  as  low  a  rate  as  Oil  City,  and,  in  cases  where  the  Buf- 
falo rate  is  less,  an  even  lower  rate.  The  situation  with  respect  to 
westbound  rates  is  brought  out  in  the  following  table : 

COMPARISON    OF   RATES   ON    REFINED   OIL    FROM  OLEAN  AND    FROM   BRADFORD  AND 

OIL  CITY  TO  VARIOUS  WESTERN  POINTS. 

[Rates  in  cents  p*^  hundred  pounds.] 


To- 


ChieaKo 

Cincinnati 

Cleveland 

Ktist  St.  Louis  . 
Indianapolis  .. 

Vincennes 

Louisville 

Detroit : 

Evansville 


Rate. 

Distance. 

Fn>m 
Oleim. 

From 

Bradford 

and  Oil 

City. 

Diffe 
ence 

r- 

Fn>m 
Olean. 

From 
Bradford. 

MilfM. 

MiUit. 

1^4 

m 

0 

r>l7 

544 

14 

U 

0 

4.V2 

449 

10 

10 

0 

'2lW 

•205 

2H 

•24  i 

0 

7:U) 

727 

l^'>i 

l.-Si 

0 

491 

4HH 

19i 

lyi 

0 

M).s 

«•.().'» 

ly 

ly 

0 

:if4\ 

rMu\ 

i-*i 

121 

0 

:vjl 

MA 

-Ji 

22i 

0 

•  m'J 

Vv^*^ 

132 


TRANSPORTATION  OF  PETROLEUM. 


From  this  table  it  will  be  seen  that  to  all  the  points  named  Olean 
gets  exactly  the  same  rates  as  Bmdford,  whereas  on  east-bound  busi- 
ness Bradford  is  at  a  disadvantage  on  shipments  to  points  in  New- 
York  and  New  England  of  from  3  to  4i  cents  per  hundred  pounds 
as  compared  with  Olean.  Bradford  is  so  near  Olean  that  the  distances 
from  the  two  places  are  practically  the  same.  On  west-bound  business 
this  substantial  identity  is  recognized.  It  is  perfectly  clear,  therefore, 
that  the  establishment  of  material  differences  of  rate  on  east-bound 
business  is  a  deliberate  discrimination  in  favor  of  Olean — that  is,  in 
favor  of  the  Standard  Oil  Compan3\ 

Comparison  of  rates  per  ton  per  mile. — The  discrimination  in 
favor  of  Olean  and  against  Bradford  is  also  indicated  by  the  following 
comparison  of  oil  rates  on  a  per-ton-mile  basis: 


COMPARISON  OF  RATICS  PER  TON    PKR   MILE   FROM   OLEAN  AND   FROM  BRADFORD  TO 

VARIOUS  POINTS. 


To— 


Albany 

Bingham  ton. 

BoMton , 

Rutland,  Vt . 
Bellows  Falls, 
Jersey  City  .., 

Chicago 

Cincinnati... 


From        From 
Olean.    Bradford.! 


0.712  I 
1.278  I 
.736  ' 
.962 
,848 
.834  , 
.713 
.619 


Ce7U«. 

0.891 

1.436 

.872 

1.190 

1.000 

.784 

.717 

.624 


To— 


Cleveland 

East  St.  Louis. 
Indlanai)olls . . 

Vincennes 

Louisville 

Detroit 

Evansville 


From 
Olean. 

From 
Bradford 

C^iU. 

Crnt. 

0.962 

0.976 

.671 

.674 

.631 

.635 

.641 

.646 

.671 

.675 

.779 

.72» 

.683 

.686 

It  will  thus  be  seen  that  to  Albany,  Binghaniton,  Boston,  Rutland, 
and  Bellows  Falls  the  rate  per  ton  per  iiiilo  is  distinctly  hi^ifher  from 
Bradford  than  from  Olean.  This  is  not  duo  to  difl'ercnces  in  dis- 
tance, which  are  unimportant,  hut  to  the  decidedly  hitrher  rates  from 
Bradford.  On  westbound  business,  the  rates  per  ton  per  mile  are  in 
nearly  every  case  a  little  lower  from  Olean  than  from  Bradford.  Had 
rates  on  eastbound  business  })een  fairly  adjusted,  the  rates  ])er  ton  per 
mile  would  have  shown  no  important  ditleiviK-es  in  the  case  of  any 
point  mentioned  in  the  table  from  Olean  and  Bi-adford,  respectively. 

CoMPAHisoN  WITH  Fimi-CLAss  KATKS.  Incidental  comparison  has 
already  })een  made  in  several  instances  betwe(»n  rates  on  oil  on  the 
basis  of  corresponding-  fifth-class  rates.  The  follow injr  table  shows 
the  oil  rates  from  Olean  and  Bradford,  respectively,  to  the  points 
contained  in  the  precedint,^  tables  on  the  basi^  of  ji  comparison  with 
tifth-class  rates. 
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COMPARISON  OF  OIL  RATES  WITH  FIFTH-CLASS  RATES  FROM  OLEAN  AND  FROM 

BRADFORD  TO  SELECTED  POINTS. 

[Rates  in  cents  per  hundred  pounds.] 

Eoitbound. 


From  Olean,  N.  Y. 


From  Bradford,  Pa. 


I 


To- 


on 

rate. 


Fifth- 
I  class 
,    rate. 


Difference. 


Above ;  Below 
fifth    I    fifth 
clans.  '  class. 


Oil 
rate. 


Albany.  N.  Y I  lli 

BIniirhainton,  N.  Y |  lU 

Boston.  Mass 19] 

Bellows  Falls,  Vt I  19 

Rutland,  Vt 19 

Jersey  City,  N.  J 164 

Chi<-ago,lll 194 

Cincinnati,  Ohio 14 

Cleveland,  Ohio i  10 

Detroit.  Mich |  124 

East  St.  Louis,  111 244 

Evansville,  Ind I  2*24 

Indianapolis,  I  nd '  154 

LoulMvllle,  Ky ,  19 

Vincennes,  Ind '  194 


134 
184 

184 
184 
184 
16 


..I  2  154 

.J  2  144 

4 284 

4' 234 

4' 234 

4 164 


Difference. 


Flfth- 


Advantai^e 
of  Olean  on 
a  compari- 
son with 


class  I  Above  I  Below  1  fifth-class 
rate.   '    fifth    1    fifth  rates. 

I   class.  I   cla.s.s.  • 


134; 
134; 

18*' 
184, 
184' 
16  , 


I 

■^j , 

1    

5 1 ' 

5  I ' 

',!:::::;:;■ 


4 
3 
44 
44 
44 
0 


Westbmind. 


21 
18 
14 
16 
25 
23 
20 
21 
22 


14 
4 
4 
34' 

4 
4, 

44' 

2 

24 


1941 

10  ' 
124i 
244, 
224 
I54I 
19  j 
194, 


14' 
4 

4I 

34 

4 

4 

44 
2i 
24 


In  this  table  the  Hfth-ohis.s  nite  is  employed  as  a  convenient  standard 
of  measurement,  but  the  point  should  again  be  emphasized  that  it  is 
not  intended  to  assert  either  that  the  fifth-class  rate  is  the  proper  one 
to  apply  on  oil  or  that  the  oil  rate  should  in  all  cases  bear  a  tixed  rela- 
tion to  the  corresponding  tifth-class  rate.  Special  conditions  in  some 
loc»alities  may  warrant  a  greater  departure  from  the  tifth-class  rate 
than  in  others;  })ut  if  such  departures  were  based  wholly  on  legitimate 
considemtions  there  would  be  no  marked  uniformit}'  in  the  resulting 
variations.  Such  proper  arrangement  would  give  an  independent  refin- 
ing point  an  advantage  on  oil  in  comparison  with  the  fifth-class  nite 
as  often,  or  practically  as  often,  as  a  Standard  shipping  point.  As  a 
matter  of  fact,  with  the  single  exception  of  the  i*at€  to  Jersey  City, 
the  tables  show  a  pronounced  uniformity  in  this  arrangement  favor- 
able to  Olean-  the  Standard's  shipping  point  — on  eastbound  business. 
The  oil  rates  east  from  Hnidford  are  in  all  th(\se  instances  aUne  the 
fifth-class  rates,  the  excess  ranging  from  one-half  cent  to  5  cents  per 
hundred  pounds.  From  Olean,  on  the  other  hand,  the  oil  nite  to  Albany 
and  Binghamton  is  2  cents  below  the  fifth  class  rate,  and  to  the  other 
|M)ints  named  only  one-half  cent  above  it.  Th<»  net  advantage  of  Olean 
is  indicated  by  a  combination  of  these  ditferences  -that  is,  where  the 
oil  rate  from  Bradford  is  2  <M'nts  abov(»  the  fifth-class  nit<'.  and  that 
from  Olean  is  2  cents  b(»low,  it  is  apparent  that  the  advantage  of  Olean, 
as  measured  by  the  tifth-class  rate,  is  the  sum  of  these  difierenccs^  ov 
4  cents.     In  the*  cases  where  i)oth  oil  nites  wve  a\>o\o  l\vv  >\\\\\-v:\^^^ 
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rate  the  advantage  of  Olean  is  obtained  by  subtracting  these  differ- 
ences. This  results,  in  the  case  of  Boston,  Bellows  Falls,  and  Rutland, 
in  a  net  advantage  to  Olean  of  4i  cents. 

On  westbound  business  it  will  be  seen  that  the  relation  of  the  oil 
rates  to  the  fifth-class  rates  is  the  same  in  every  case  from  Olean  and 
from  Bradford.  If  the  same  result  had  been  shown  in  the  case  of 
eastbound  business,  this  would  indicate  that  there  had  been  no  dis- 
crimination in  the  adjustment  of  oil  rates  as  compared  with  the  fifth- 
class  rates;  but  if  it  is  proper  to  give  Olean  an  advantage  of  from  4 
to  4i  cents  per  hundred  pounds,  as  compared  with  the  fifth-class  rate, 
on  eastbound  shipments,  it  is  obviouslv  unfair  not  to  give  Bnutford  a 
corresponding  advantage  on  westbound  business.  The  distances  from 
the  two  points  are  practically  the  same  in  all  cases,  and  in  every 
instance,  it  will  be  noted,  the  fifth-class  rates  are  the  same. 

More  detailed  comparisons,  given  elsewhere  (p.  144),  show^  that  the 
above  instances  are  not  exceptional,  but  are  fairly  representative 
of  a  considerable  territory.  It  is  impossible  to  believe  that  such  an 
adjustment  of  rates  could  have  been  the  result  either  of  chance  or  of 
especially  peculiar  conditions  of  a  local  nature.  The  conclusion  is 
irresistible  that  this  adjustment  of  rates  has  been  deliberately  made  in 
order  to  favor  the  Standard  Oil  Company  against  its  competitors. 

Section  19.  Eates  from  Rochester  and  Warren. 

An  even  greater  discrimination  in  favor  of  the  Standard  Oil  Corn- 
pan}'  is  shown  by  a  comparison  of  rates  from  Rochester  with  those 
from  Warren  and  neighboring  independent  refining  points.  Warren 
rates  apply  also  from  most  other  western  Pennsylvania  refining  points. 

COMPARISON  OF  RATES  ON  REFINED  OIL  FROM  ROCHESTER  AND  WARREN  TO  VARIOUS 

POINTS. 

[Rates  ill  cents  per  Innulred  poun<ls.] 

Eni<t  houinl. 


Rate. 


DistHuce. 


From 
Roehe.ster. 


From 
Warren. 


DifTeren<'e 
in  favor  oi 
Roclu'ster. 


From  From 

R<K' luster.    Warren. 


Albany,  N.  Y 

Boston,  Mass 

Rutland,  Vt 

.Fer>eyCity.N.  J.. 
Philadelphia.  Pa  . 
Baltimore,  Mil 


11 
It; 

ir. 
11 
11 

Mi 


in 

Hi 


2"2S 
131) 

•M\\ 


3M 
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456 

WO 


ChiraKo.  ill 

(Mncinnati.  Ohio.. 
Ch'velaiKl.  Ohio  .. 
East  St.  Lonis.  III. 
liKliaiiapolis,  In<l. 
VinceniU'S.  InM. . . 
Lnni'i\i))t\  Ky 
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10 
10 
-Mi 
IT 
li»i 
■Jl 
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n 

10 

-'■»■ 

i'»l 
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10 
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6.h;^ 
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.5*;i 
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Comparison  ox  ton-mile  basis. — ^The  following  table  compares  the 
above  rates  on  a  ton-mile  basis: 

COMPARISON   OF  RATE.S   PER  TON   PER   MILE   FROM   ROCHESTER  AND  WARREN   TO 

VARIOUS  POINTS. 


Tc)- 


!      From      I     From 
Rochester.    Warren,  i 


To- 


Albany 

BoHton  

Rutland 

Jersey  City  . . . 
I'hiladelphia  . 

Baltimore 

OhicHgo 


CcnUf. 

0.96 
.74 

L08 
.tiO 
.61 
.»> 
.66 


Cental. 

0.81 
.81 

LOS 
.72  , 
.76 
.81  ' 
.78  I 


Cincinnati 

i'leveland 

Ea«t  St.  Loui>». 
IndianaiH)li!«.. 

VIncennes 

Louisville 


From 

From 

xjhenter. 

Warren. 

Cent. 

Ctnt«. 

0.65 

0.69 

.80 

1.24 

.63 

.72 

.M 

.70 

.60 

.70 

.69 

.73 

These  comparisons  are  not  exceptional,  but  typical.  Similar  com- 
parisons of  rates  to  man}'  other  places  are  presented  in  detailed 
tables  on  page  14H. 

Albany  and  other  points  on  the  Delaware  and  Hudson.— In 
the  case  of  rates  to  Alban}-  and  the  other  points  on  the  Delaware  and 
Hudson,  Rochester  has  some  natural  advantage  over  Warren  with 
respect  to  distance.  It  should  be  remembered,  however,  that  the  mte 
of  15^  cents  from  Warren  to  Albany  applies  also  from  Bradford. 
The  distance  to  Albany  is  384  miles  from  Bradford  and  228  miles  from 
Rochester.  However,  in  the  case  of  the  11-cent  rate  of  the  Erie  rail- 
road from  Rochester  to  Albany  the  route  is  via  Bingham  ton,  thus 
making  the  actual  haul  314  miles,  as  compared  with  3S4  miles  from 
Bradford.  But  if  there  is  any  justification  on  the  ground  of  greater 
distance  in  charging  a  higher  mte  to  Albanj'  from  Bradford  and 
Warren  than  from  Rochester,  this  would  also  apply  in  the  case  of 
Buffalo,  which  is  about  7<)  miles  farther  west  than  Rochest<»r.  Asa 
matter  of  fact,  the  rate  from  Buffalo  to  Albany  is  IH  cents,  or  only 
one-half  cent  greater  than  the  rate  from  Rochester,  whereas  the 
increase  in  the  case  of  Bradford  and  Warren  is  4i  cents. 

Jeksev  City,  Trenton,  P.vteu.s()n,  and  NEicniHORiNc;  points. — A 
still  more  striking  instance  of  discrimination  is  furnished  in  the  case  of 
rates  from  Roch(»ster  to  Jc^rsey  City,  Trenton,  Paterson,  and  other  points 
in  that  vicinity.  Here,  notwithstanding  the  fact  that  the  business  is 
interstate,  the  Erie  departs  sharply  from  its  policy  of  etjualizing  rates, 
followed  in  the  case  of  Olean  and  western  Pennsylvania  refining 
points  to  Jersey  City,  and  (juotes  a  mte  of  11  cents  per  one  hundred 
pcmnds  from  Roch(\ster  as  against  \i>h  c(Mits  from  Warren.  Brad- 
ford, and  practically  all  oth(M*  in(l(»pend(»nt  ^hipping  ])oints  in  w(»stern 
New  York  and  Pemisylvania,  and  from  Olc^an  as  well.  The  com])ound- 
ing  and  finishing  of  lubricating  oils  produced  by  tlie  Vacuum  Oil  Cmu- 
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pany  at  Olean  are  largely  effected  at  Rochester,  from  which  point  the 
finished  lubricating  products  are  distributed  over  a  very  extensive 
territory  and  also  largely  exported.  It  is,  therefore,  a  decided  advan- 
tage to  the  Standard  Oil  Company  to  obtain  a  low  rate  on  lubricating 
oil  from  Rochester  to  Jersey  City,  which  is  a  gateway  for  an  immense 
market  for  this  product.  There  can  be  little  doubt  that  the  low  rates 
from  Rochester  were  mainly  intended  to  apply  to  this  kind  of  oil. 

New  England  points. — The  especially  advantageous  position  of 
Rochester  is  maintained  in  the  case  of  rates  to  New  England  points. 
It  has  been  shown  that  Olean  takes  a  rate  of  19  cents  to  Boston  and 
numerous  other  points  in  New  England.  Rochester  has  a  rate  of  16 
cents  to  this  territory.  This  rate  applies  to  a  large  number  of  cities, 
among  which  ma}'  be  mentioned  Boston,  Fitchburg,  Holyoke,  and 
Springfield,  Mass.;  Concord,  Manchester,  and  Nashua,  N.  H.;  Bel- 
lows Falls,  Rutland,  and  Brattleboro,  Vt.  To  all  these  points  the 
i-ate  from  Warren,  Oil  City,  Bradford,  and  other  western  Pennsyl- 
vania refining  points  is  23^  cents  per  hundred  pounds,  or7i  cents  above 
the  rate  from  Rochester.  The  increase  over  the  Rochester  rate  is 
therefore  nearly  50  per  cent.  The  difference  in  distance  in  the  case 
of  Boston  is  less  than  35  per  cent. 

Rates  from  Rochester  to  Philadelphia  and  neighboring  terri- 
tory.— Practical!}^  similar  conditions  obtain  in  the  case  of  rates  from 
Rochester  to  Philadelphia  and  numerous  points  in  Pennsylvania.  The 
rate  of  11  cents  from  Rochester  to  Jersey  City  is  made  applicable  to 
a  large  number  of  Pennsylvania  cities,  including  Philadelphia,  Harris- 
burg,  Scranton,  Wilkesbarre,  Williamsport,  AUentown,  and  Reading. 
To  all  these  points  the  rate  from  Warren,  Oil  City,  and  Bradford,  and 
also  from  Olean,  is  14i  cents  per  hundred  pounds,  an  increase  of  3i 
cents,  or  over  30  per  cent. 

Western  points. — It  has  been  shown  that  Rochester  has  a  very  great 
advantage  over  Warren  and  independent  i)oints  in  western  Petmsyl- 
vania  geneniUy  in  shipping  to  a  large  number  of  eastern  cities.  This 
advantage  can  not  be  defended  on  the  ground  that  in  some  cases 
Rochester  has  an  advantage  in  distance,  for  on  westbound  shipments 
Rochester,  though  eonsidera])ly  more  distant,  obtains  iu  a  very  great 
number  of  instances  the  same  rate  as  Warren  and  Oil  City  and  even 
Pittsl)urg.  The  only  imixjrtant  exceptions  occur  in  the  case  of  mtes 
directly  west  into  Ohio.  Indiana,  and  Michigan.  To  a  large  num])er 
of  western  points  Oil  City  and  even  Pittsburg  have  no  advantage  over 
Rochester.     This  is  indicated  by  the  table  on  page  137. 

If  the  westl>ound  rates  were  considered  l)y  themselves  it  would 
perhaps  be  impossible  to  say  that  they  are  not  justitied  by  the  condi- 
tions. Tlie  differentials  of  li  and  2  cents  on  rates  to  Indianapolis, 
Louisville,  and  Cincinnati  are  perhaps  as  great  as  would  be  expected. 


ROCHESTER    RATES. 


137 


It  might  be  justifiable  even  to  give  Rochester  the  same  rate  as  Warren 
to  Chicago  and  Vincennes  and  East  St.  Louis,  though  it  is  90  miles 
farther  awa}'.  The  injustice  appears  ^:when  the  small  allowances  made 
for  the  natural  advantages  of  Warren  in  shipping  toward  the  west  are 
compared  with  the  great  allowances  made  for  the  advantages  which 
Rochester  has  in  shipping  toward  the  east.  Jersey  City  is  90  miles 
farther  from  Warren  than  from  Rochester;  Cleveland  is  90  miles 
farther  from  Rochester  than  from  Warren.  To  Jerse}^  City  the  dif- 
ference of  distance  is  about  25  per  cent;  to  Cleveland,  55  per  cent. 
Yet  the  rates  to  Cleveland  are  exactly  the  same  from  Rochester  and 
from  Warren,  while  to  Jersey  City  the  rate  is  50  per  cent  higher  from 
Warren  than  from  Rochester. 

Comparison  vtitu  fifth-class  rates. — The  preferential  treatment 
of  Rochester  is  further  brought  out  bj'  a  comparison  of  oil  rates  from 
Rochester  and  Warren  on  the  basis  of  the  respective  fifth-class  rates, 
as  shown  in  the  following  table: 

COMPARISON  OF  OIL  RATES  AND  FIFTHCLASS  RATES  FROM  ROCHESTER  AND  WARREN, 
RESPECTIVELY.  TO  SELECTED  POINTS. 

[Rates  In  centM  per  hundred  pound«.] 

Eastbound. 


Frt»m  Rochvster,  N.  V. 


From  Warren,  Pa. 


To— 


Albany.  N.  Y 

BoAton.  M&sH 

Rutland.  Vt 

Jentey  City.  N.  J.. 
Philadelphia.  Pa . 
Baltimore.  Md  ... 


Difference. 


Oil 
rate. 


11 
Irt 
IC 
11 
11 
14.: 


Fiflh- 
elass 
rale. 


r2.5 

IT.  5 
17.5 
15 


Above 
tifth 
(•la.«y*. 


Below 
tUth 
vlass. 

1.5 
1.5 
1.6 
4 
4 
.5 


WcrtboHtui. 


Chicago,  ni iy.5 

Cincinnati.  Ohio 

Cleveland,  Ohio 

EautSt.  Louis.  Ill 

IndlanapoliM.  Ind 

Vincennes.  Ind 


Louisville.  Ky 21 


16 

IS 

10 

U 

•2A.  5 

25 

17 

20 

19.5 

22 

•21 

21 

4 

.5 
3 
2.5 


Oil     1 
rate. 

I 

15.5  I 

'23.5 

23.5 

16.5 

14.5 

14.5 


19.5 

14 

10 

24.5 

1  >.  5 

19.5 

19 


I     Difference. 

Fifth-    — 

claxs  I  Al>ove 


rate. 


rtfth 
class. 


Below 

fifth 

cla.*<H. 


16.5  ... 

1 

20.5 

3 

20.5  ' 

3   ... 



18  !.. 

1.5 

16   1.. 

1.5 

''  r 

.5 

IH 

\..r 

- 

15.5  .. 

1.5 

10   .. 

22.6 

2   .... 

17   .. 

•20 

1 

18 

1     1... 

'Advantage 

of  RocheM- 

ter  on  a 

compariHon 
with  fifth- 
claw  ratcK. 


0.5 
4.5 
4.6 
2.5 
2.5 
0 


3 

.5 
4 

2. 5 
1.5 

2 


It  will  be  seen  that  the  oil  mti^s  from  Warren  are  about  as  often 
al>ove  a.s  helow  the  fifth-clas.s  rates.  From  Rochester  the  oil  mte  is  the 
lower  in  every  case  with  the  single  exception  of  Louisville,  where  the 
two  are  identical.  The  ditferenc(\s  })etween  oil  rates  and  fifth-class 
rates  from  Rochester  ran«^e  up  to  4  cents,  which  ditference  occurs 
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in  the  eases  of  Jersey  City,  Philadeiphia,  and  Cleveland.  When  the 
differences  in  the  Rochester  mtes  are  combined  with  those  from  War- 
ren, it  appears  that  Rochester  has  an  advantage  over  Warren  in  oil 
rates  as  oompared  with  fifth-class  rates  to  every  point  in  the  table 
except  Baltimore,  where  Rochester  and  Warren  are  on  an  equality. 
In  this  comparison  the  advantage  of  Rochester  is  hardly  less  marked 
on  westbound  than  on  eastbound  shipments.  Readily  justifiable  as  the 
westbound  oil  rates  from  Warren  and  from  Rochester  might  be  in 
themselves,  it  appears  that  if  the  normal  relation  is  represented  by  the 
rates  on  fifth-class  goods,  Rochester  has  an  abnormal  advantage  on 
oil  shipments,  even  toward  the  west,  of  from  1  to  4  cents  a  hundred 
pounds. 

Section  20.  Comparison  of  rates  from  refining  points  in  the  Oil  City 
district. 

In  view  of  the  fact  that  the  Standard  Oil  Company's  refineries  in 
western  Pennsylvania  are  in  the  midst  of  the  group  of  independent 
refining  points  in  that  region,  it  is  obvious  that  any  discrimination  in 
open  rates  in  favor  of  the  Standard  refineries  there  would  immediatelj^ 
attract  attention,  and  it  is  not  surprising  therefore  to  find  that  this 
entire  group  of  refineries  takes  substantially  equal  rates.  Thus  it  has 
already  been  shown  that  to  Jersey  City  a  rate  of  Wi  cents  per  hundred 
pounds  applies  from  practically  all  the  refineries  in  northwestern 
Pennsylvania,  and  again  that  the}"  are  put  on  an  equality  in  rates  to 
Boston,  Philadelphia,  and  Baltimore.  On  westbound  business,  like- 
wise, the  same  rates,  generalh^  speaking,  apply  from  all  these  points 
ex<*ept  for  very  short  hauls.  An  exception  occurs,  however,  in  the 
case  of  shipments  from  Clarendon.  The  rate  from  nearly  all  these 
refineries  to  the  West  is  the  Pittsburg  rate.  Instead  of  putting 
Clarendon  on  the  Pittsburg  basis,  however,  tlie  Pennsylvania  Rail- 
road Company  exacts  from  shippeis  at  Clarendon  a  switching  charge 
of  ^2.50  a  car  from  Clarendon  to  Warren,  in  addition  to  the  rate  from 
that  point,  which  is  the  same  as  the  rate  from  Pittsburg. 

The  imposition  of  this  additional  charge  has  been  the  subject  of 
nuich  complaint  on  the  part  of  shippers  at  Claiendon.  It  was  for- 
merly $5  a  car,  and  though  it  has  been  reduced  to  ^2S)i),  the  imposition 
of  any  charge  can  be  construed  only  as  an  unwarranted  discrimination 
against  Clarendon.  The  injustice  of  it  is  the  more  manifest  because 
on  eastbound  business  the  same  rates  apply  on  oil  from  all  points  in 
the  Oil  City  district. 

Section  21.  Lighterage  absorptions  in  New  York  Harbor  and  terminal 

absorptions  at  Constable  Hook. 

The   principal    trunk    lines   terminating  at  Jersey  City  and  other 

points  on  the  western  shore  of   New  York  Harbor  do  not  in  their 

tnrjffs  on  petroleum  apply  the  Jersey  City  rate  to  New  York  City,  and 
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do  not  handle  petroleum  over  their  piers  in  the  latter  city.  The  result 
is  that  the  shipper  or  consignee  of  petroleum  oils  must  lighter  them 
to  New  York  City  or  transport  them  over  the  ferries  at  his  own 
expense,  unless  he  has  special  facilities  for  receiving  oil  in  New  York 
City  proper,  in  which  case  at  least  one  railroad  asserts  that  it  will  per- 
form this  lighterage  without  adding  to  the  Jersey  City  mte.  This 
practice,  however,  is  exceptional,  and,  as  a  matter  of  fact,  few  con- 
signees in  New  York  City  or  Brooklyn  have  such  facilities;  conse- 
quently, the  cost  of  getting  petroleum  oil  across  New  York  Harbor 
must  be  borne  by  the  consignee  or  tfae  shipper. 

On  the  other  hand,  the  tariffs  of  nearly  all  such  trunk  lines  apply 
the  same  rates  from  western  points  to  Constable  Hook  and  Bayonne 
as  to  Jersey  Cit}'.  The  great  refinery  of  the  Standard,  it  will  be 
recalled,  is  at  Bayonne,  and  that  company  also  has  a  large  shipping  plant 
at  Constable  Hook.  There  are  two  methods  of  reaching  Constable 
Hook;  one  by  lighters  down  the  harbor,  and  the  other  by  rail  over 
the  tracks  of  the  National  Docks  Railway — now  owned  by  the  Lehigh 
Valley  Railroad  Company.  In  the  latter  case  the  road  making  the 
through  mte  from  the  west  to  Constable  Hook  nmst  pay  out  of  it  a 
certain  sum  as  terminal  charges  to  the  I^ehigh  Valley  for  taking  the 
oil  from  its  junction  point  with  that  road  into  Constable  Hook.  Until 
recently  there  was  a  further  charge  made  b}-  the  New  Jersey  Stomge 
Company'  for  handling  oil  at  Constable  Hook.  The  New  Jersey  Stor- 
age Company  is  a  Standard  Oil  concern. 

The  Erie  Railroad  Company  until  recently  employed  both  routes. 
On  eastbound  shipments  it  delivered  oil  to  the  New  Jersey  Storage 
Company  at  Weehawken,  N.  J.,  and  allowed  that  company  41  cents 
per  hundred  pounds  out  of  the  through  rate  for  the  lighterage  service 
to  Constable  Ilook  on  shipments  of  petroleum  products  coming  from 
Rochester  and  Olean  or  points  west.  On  westbound  business  it  used 
the  facilities  of  the  L(»high  Valle}'  l{ailroad  from  Constable  Hook  to 
Bergen  Junction,  near  Jersey  City,  and  on  oil  shipments  via  this  route 
it  was  obliged  to  ai)sorb  the  following  charges  out  of  the  through  rate: 
To  the  New  Jersey  Storage  Company,  for  handling  and  delivery  to  the 
National  Docks  (Lehigh  Valley)  liailway,  2^  cents  per  barrel;  to  the 
National  Docks  Railway,  for  delivery  to  the  Pennsylvania  Railroad,  40 
cents  per  ton;  and  to  the  Pennsylvania  Railroad,  for  switching  to  the 
P^rie  tracks  at  Bergen  Junction,  S2  per  car. 

Thesumof  these*  charges  on  a  carcontaining40,0<M)p()unds amounted 
to  about  (yi)  cents  per  ton,  whereas  on  the  water  shipments  to  Constable 
Hook  via  Weehawken  the  allowance  of  4i  cents  per  hundred  pounds 
was  equivalent  to  84  C(»nts  \xn'  ton.  This  latter  figure,  how(»ver,  did 
not  fully  cover  the  cost  to  the  Krie  of  routing  the  oil  by  water,  since 
that  comimny  had  to  go  through  Bergen  Junction  in  order  to  reach 
Weehawken,  and  haul  the  oil  to  the  latter  point,  whereas  u\  vvsux^^VW. 
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land  route  its  haul  ceased  at  Bergen  Junction.  The  Erie  Railroad  uses 
the  tracks  of  the  New  Jersey  Junction  Railroad  from  Bergen  Junction 
to  Weehawken,  and  has  to  pay  that  road  a  trackage  rental  of  40  cents 
^  per  ca.r,  or  say  about  2  cents  per  ton.  Thus  the  total  charge  absorbed 
out  of  the  through  rate  in  the  case  of  lighterage  deliveries  was  86  cents 
per  ton,  without  any  allowance  for  the  actual  cost  of  the  haul  from 
Bergen  Junction  to  Weehawken,  the  Erie  using  its  own  locomotive 
power  for  this  service.  It  will  be  seen,  therefore,  that  the  absorption 
on  shipments  into  Constable  Hook  via  the  water  route  was  about  20 
cents  per  ton  greater  than  by  the  land  route.  In  other  words,  the  Erie 
Railroad  Company  paid  the  New  »Iersey  Storage  Company  20  events 
per  ton  more  than  it  would  have  been  compelled  to  pay  its  rail  con- 
nections. 

The  following  statement  shows  the  absorption  per  car  of  40,000 
pounds  on  oil  bound  from  Constable  Hook  to  Rochester,  Buffalo,  and 
beyond,  via  National  Docks  Railway  and  Bergen  Junction,  and  on  oil 
destined  from  these  points  to  Constable  Hook,  as  the  arrangement 
existed  with  the  New  Jerse}^  Storage  Compan}"  prior  to  January  1, 1906: 

To  Constable  Hook: 

New  Jersey  Junction  Railroad,  trackage $0. 40 

Lighterage  to  New  Jersey  Storage  Company,  at  41  cents  per  hun- 
dred I  ounds 16.  80 

Total  per  car $1 7. 20 

From  Constable  Hook: 

Handling  by  New  Jersey  Storage  Company,  125  barrels,  at  2} 

cents 3.  12A 

National    Docks    Railway    (L.    V.)    delivery    to    Pennsylvania 

switch S.  00 

Pennsylvania  switching  to  Erie  tracks 2.  00 

Total  per  car 13. 12J 

Difference  i)er  car 4.  OTJ 

The  volume  of  ])usiii('ss  handled  by  water  was  fairly  heavy.  In 
January,  1IM>5.  the  payments  to  the  New  rli^rsey  Storatifo  Company  for 
8uch  litrhterage  amounted  to  $2,000.  In  Decomhcr,  lt^(»4.  those  pay- 
ments were  about  )?l,(Kio. 

Tin*  ehar<:;e  of  4i  cents  per  hundred  i)oun(ls  for  lii^litera^e  from 
Jersey  City  and  Weehawken  to  Constable  Ilook  appears  to  be  exeess- 
ive.  There  stHMUs  to  be  no  reason  why  the  cost  of  delivering  a  car- 
load of  oil  fiom  Hertren  Junction  via  Weehawken  to  Constable  Hook, 
usintr  the  water  route  from  Weehawken,  should  have  Ixmmi  ^  more 
than  that  of  makin^^  the  delivery  from  Her^ifen  Junction  to  Constable 
Ilook  l)y  the  all-rail  route.  Kepresent^itives  of  tiie  Krie  Railroad 
Company,  when  asked  whether  this  allowance  of  4),  cents  was  not 
excessive,  stated  that  this  was  the  usual  allowaiuM*  made  by  the  eom- 
jmnv  for  similar  lii^hterao;e  deliveries  to  other  liuht(M'atr<'  eompanies 
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in  New  York  Harbor,  and  that  it  was  made  on  various  commodities 
other  than  oil.  They  also  contended  that  the  Erie  Railroad  Company 
could  not  perform  this  service  with  its  own  lighters  at  an}^  smaller 
expense,  or  at  least  that  any  saving  would  be  so  insignificant  that  it 
would  be  no  inducement  to  provide  their  own  facilities.  The  comp- 
troller of  the  Erie  Railroad  Company  said  on  this  j)oint,  when  asked 
why  the  Erie  did  not  route  its  east-bound  oil  via  the  land  route: 

We  prefer,  naturally,  that  it  should  all  move  in  over  that  route,  but  we  can't 
always  do  what  we  would  prefer  to. 

Whatever  may  be  said  of  the  reasonableness  of  this  lighterage 
charge  itself,  there  can  be  no  doubt  that  it  is  an  excessive  amount  to 
absorb  out  of  some  of  the  rates  made  on  oil  by  the  Erie  from  certain 
Standard  Oil  Company  shipping  pointM.  Either  the  lighterage  charge 
is  too  high  or  the  freight  rate  is  too  low.  The  following  statement 
shows  the  rates  and  absorptions  between  Constable  Hook  and  Buffalo^ 
Olean,  and  Rochester,  on  both  eastbound  and  westbound  oil  over  the 
Erie  Railroad,  together  with  the  percentage  of  the  rate  paid  out  for 
terminal  charges,  the  net  rate  per  hundred  pounds,  and  the  net  rate  per 
ton  per  mile: 

COMPARISON'  OF  RATP:S  AND  ABSORPTIONS  OF  TERMINAL  CHARGES  BETWEEN 
CONSTABLE  HOOK  AND  BUFFALO,  OLEAN.  AND  ROCHESTER.  ON  BOTH  EAST  AND 
WESTBOUND  OIL  OVER  THE  ERIE  RAILROAD. 


!?«♦«      Terminal    Propor-     v^t  «>♦.»  v«*  «.♦« 

Rate        chtLmoH      tion  of      ^^*  ™^  L.  Net  rate 

J»^*-^^    Hb^rtjS       rate         |H?r  100   'Distance,    per  ton 

To  Constable  Hook  from—  Vcntft.  Crjtt^.      Ft  r  cent.  Out*,    i     MiUf.  (Ynt. 

Roche>«ter 11  S6  39.09  6.7    ^  395  0.3892 

BiifTalo 16.5  I  86  26.06  12.2    '  433  .ft635 

Olean '  16.5'  86  26.06  12.2    |  404  .6040 

From  Con.«*table  H<H>k  to—                         ',  i  j 

Rochester 13      \  65.6  25.23  9.T2  .  395  .49-/2 

Buffalo 16      I  65.6  20.50  12.?2  4:«  .5875 

On  a  shipment  of  oil  from  Rochester  to  Constable  Hook  the  Erie 
Railroad  paid  out  for  lighterage  and  trackage  89  i)er  cent  of  its  rate  of 
11  cents,  leaving  a  net  rate  of  only  6.7  cents  per  himdred  pounds,  or 
only  3.4  mills  per  ton  per  mile. 

It  is  interesting  to  note  that  on  January  1,  1906,  or  a  few  weeks 
after  the  records  of  the  Erie  Railroad  Company  had  been  examined 
by  the  Bureau,  the  Stiindard  Oil  Company  discontinued  this  lighterage 
arrangement. 

Section  22.  Summary  and  general  rate  comparisons. 

It  is  apparent  that  in  the  Middle  Atlantic  States  the  Standard  Oil 
Company,  bct^ausc  of  its  vast  system  of  pi])e  lines  and  its  numerous 
refineries  located  at  favora])le  distH])uting  points,  has  a  very  uu\\vnv<\\.wV, 
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advantage  over  its  competitors  in  the  interior.  The  great  markets  of 
New  York,  Jersey  City,  Philadelphia,  and  Baltimore  are  at  its  very 
door,  and  numerous  important  cities  near  the  sea])oard  can  be  served 
readily  from  some  one  or  other  of  its  tidewater  refineries.  These 
so-called  natuml  advantages  would  alone  suflBce  to  give  the  company  a 
dominating  position  in  such  markets.  But  instead  of  being  limited  to 
the  benefits  derived  from  its  great  resources  and  superior  facilities, 
the  company  has  over  and  over  again  been  favored  with  discrimina- 
tions in  railroad  rates.  A  secret  combination  of  mtes  from  Olean  into 
Vermont  enabled  it  to  reach  the  most  important  markets  of  that  State  at 
a  cost  so  low  as  to  almost  completely  shut  out  competitors,  who  were 
charged  the  full  published  rates.  Even  the  open  adjustment  of  tariffs 
to  a  large  territory  in  New  York,  New  England,  New  Jersey,  and 
Pennsylvania  has  given  the  Standard  Oil  Company  plants  at  Olean  and 
Rochester  a  great  and  exceedingly  unjust  advantage  over  its  competi- 
tors in  reaching  such  territory.  These  advantages  have  been  so  fully 
discussed  that  further  emphasis  is  unnecessary.  The  arrangement  of 
open  rates  has  obvioush^  been  of  a  most  arbitrary  character. 

Insignificiint  differences  in  distance  ])etween  the  Standard  Oil  Com- 
pany's plant  at  Olean  and  those  of  independent  refiners  at  Bradford 
have,  on  shipments  to  the  east,  been  made  a  pretext  for  a  wide  differ- 
ence in  rates  in  favor  of  the  Standard  Oil  Company,  whereas  on  ship- 
ments to  the  west  its  plants  have  been  put  on  a  complete  equality 
with  those  of  its  competitors,  not  only  at  Bradford,  but.  with  few 
exceptions  with  those  farther  west,  in  the  Oil  City  district.  There  is 
no  escape  from  the  conclusion  that  such  an  adjustment  of  rates  was  a 
deliberate  discrimination  in  favor  of  the  Standard  Oil  Company. 

It  has  already  been  stated,  in  connection  with  the  tal)les  previously 
presented  comparing  the  rates  from  ()l(»an,  Butlalo,  and  Rochester 
with  the  rates  from  certain  competing  refining  points  in  western  Penn- 
sylvania, that  these  tables  are  typical  of  conditions  generally  with 
respeot  to  the  sections  of  the  country  to  which  they  apply.  This  fact 
is  ])rought  out  clearly  in  the  detailed  tables  presented  below,  which 
compare  the  oil  rates  on  the  basis  of  the  fifth-class  rates,  respectively, 
from  Olean  and  Rochester  and  from  Bradford,  Wellsville,  Pittsburg, 
Oil  City,  and  Cleveland  to  a  large  number  of  destinations.  As  already 
stated  in  the  introductory  chapter,  it  is  not  contended  tliat  oil  rates 
should,  in  every  case,  be  the  same  as  or  strictly  parallel  to  fifth-class 
rates.  It  is  contended,  however,  that  the  departures  from  the  fifth- 
class  rates  in  making  oil  rates  should  not  be  such  as  to  uniformly  aid 
a  single  shipper  over  a  large  territory. 

The  tables  herewith  presented  are  as  follows: 

1.  Compaiison  of  rates  from  Olean,  a  Standard  retining  [mint,  with 
rates  from  Bradford,  Wellsville,  and  Pittsburg,  independent  refining 
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points,  on  nhipments  to  various  points  in  New  York,  Vermont,  New 
Hampshire,  Massachusetts,  Peuns3'lvania,  and  Maryland. 

2.  Comparison  of  rates  from  Rochester,  N.  Y.,  a  Standard  refining 
point,  with  rates  from  Bradford,  Wellsville,  and  Pittsburg,  competing 
refining  points,  to  points  in  New  York,  Vermont,  New  Hampshire, 
Massachusetts,  Pennsylvania,  and  Maryland. 

An  examination  of  these  tables  will  show  that  in  a  large  proportion 
of  cases  the  rates  from  Olean  and  Rochester  on  oil  are  lower  than  on 
fifth-class  commodities.  In  a  very  large  proportion  of  cases,  on  the 
other  hand,  the  rates  from  the  independent  refining  points  covered  b}^ 
the  tables  are  higher  than  the  fifth-class  rates.  The  advantage  of  the 
Standard  refining  points  on  oil  rates  as  measured  by  fifth-class  rates 
is  found,  in  most  cases,  by  adding  the  amount  b}^  which  the  oil  rate 
from  the  Standard  point  is  less  than  the  fifth-class  rate,  to  the  amount 
by  which  the  oil  rate  from  the  competitive  shipping  point  exceeds  the 
fifth-class  rate.  In  the  exceptional  cases  where  different  relation  of 
rates  exists,  the  method  of  computing  the  advantage  or  disadvantage  of 
the  Standard  refining  point  on  oil  rates  as  compared  with  class  rates 
may  be  seen  from  the  table  on  page  146. 
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Section  2.  Refusal  of  the  New  York,  New  Haven  and  Hartford  Railroad 
Company  to  prorate  on  oil. 

In  the  case  of  the  New  York,  New  Haven  and  Hartford  Railroad 
Company,  the  refusal  to  f)rorate  on  petroleum  and  its  products  was 
absolute,  and  affected  practically  the  whole  of  the  southern  half  of 
New  England,  in  which  territory  the  New  Haven  system  has  a  vir- 
tual monopoh^  of  transportation.  The  arbitrary  attitude  of  this  road 
in  this  matter  is  best  indicated  by  the  fact  that  petroleum  is  the  only 
product  on  which  it  thus  refused  to  prorate,  with  the  possible  exeop- 
tioiT  of  some  explosives.  On  all  other  commodities  it  joined  with  its 
western  connections  in  makintr  throucrh  rates  to  points  on  its  system. 
On  such  other  commodities  the  effect  of  these  prorating  arrange- 
ments was  to  apply  the  Boston  mte  to  practically  the  entire  system. 

The  result  of  the  refusal  of  the  New  Haven  system  to  promte  on 
petroleum  was  to  compel  the  addition  of  a  local  rate  to  the  rate  of  the 
western  connection  of  that  road.  Thus,  a  shipper  of  petroleum  wish 
ing  to  reach  a  point  in  Connecticut  was  forced  to  pay  either  the  full 
Boston  rate,  plus  the  local  rate  back  from  Boston,  or  the  Boston  rate 
hi  order  to  reach  some  intermediate  junction  point  on  its  system — a.s, 
for  instance,  Springfield — and  the  local  rate  from  such  point  to  the 
final  destination  in  Connecticut.  Such  local  rates  vary,  of  coui'se,  on 
account  of  distance  or  other  considerations,  but  in  a  general  way  may 
be  said  to  range,  in  the  territory  of  the  New  Haven  system,  from  about 
5  cent.s  to  15  cents  per  hundred  pounds.  These  figures  roughly  measure 
the  increased  cost  to  the  independent  refiner  of  the  interior  of  deliver- 
ing oil  into  the  territory  of  the  New  Haven  system,  because  of  its 
refusal  to  enter  into  prorating  arrangements.  Tlu*  following  tiible 
shows  the  rates  on  oil  from  the  Oil  City  district  to  various  points  on 
the  line  of  the  New  Haven  road  undiM*  the  pnvsent  prorating  arrange- 
UKMits  (prorating  having  iTeen  recently  resumed  as  shown  on  page  154) 
compared  with  the  fornuM-  cost  as  a  result  of  the  refusal  of  that  road 
to  prorate. 
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COMPARISON  OF  OIL  RATFIS  FROM  OIL  CITY«  TO  POINTS  ON  THE  NEW  HAVEN  SYSTEM 
CNDER  PRORATING  WITH  THOSE  UNDER  MOST  FAVORABLE  COMBINATION  OF  LOCAL 
RATES. 

[Rates  in  cents  per  hmulreil  pounds.] 


Destination. 


Bristol.  R.  I 

i'oventry.  R.  I 

Newport,  R.  I 

Pase«>iiK.  R.  I 

Pawtueket,  R.  I 

Providence,  R.  I ... 

Westerly,  R.  I 

W(»on.so<'ket.  R.  I  . . 
Bridjfe^tort.  Conn . . 

Danbur>'.  C^^nn 

Hartft»r*l.  C^nu 

Middletown.  Conn. 
New  Haven.  Conn  . 
New  London. Conn. 

Putnam,  Conn 

Stanifonl.  Conn 

Waterlmry.  Conn  . . 
Willi  mantle.  Conn. 

Win.sted.  Conn 

BrtH'kton.  Mass 

Fall  River.  Mass... 


Former    combination 
via  mi^st    favorable  1 
iunction    iM)int     in 
New  England.  i 


^2 


Great    BarriuKton, 
Mass , 


Harwich.  Mass. 


234 
•23i 
23i 
23  J 
234 
234 
234. 
•234 
'£M. 
234 
'234 

234 
■234 

'^:^ 
2:J4 
234 
•234 


234 


10 
10  ' 
10, 

ol 

G 
10  ' 

5  ! 


9  I 

I 

10  I 


m 

294' 
294 
294' 
334, 
294' 
314 
324 
2H4 
29i 
304' 
324 
314 
:W4 
324 
304 
334 
2Xi 
31  i 

•2S4 


•234! 
234 
234 
234 
'234 
'234 
•234 
234 
234] 
234 
234 1 
2:i4j 
•234' 
234, 
234 1 
•2-341 
•2:ii! 
•234 
•234 1 

«i| 

•2:^4 

•23: 
•2:ni 


f) 
10 


, 

„ 

^ 

Former    c(»mbination 

tc 

J, 

via   Campbell 

Hall 

s 

or  Harlem  River. 

0 

u 

«- 

^  'J 

**"  i> 

t"k         r-Cc  ' 

CJ 

Zb 

"32 

^•ri    %it 

C 

T 

1 

0              ■-> 

H 

:^ 

X 

lfi4          15 

314 

2-34 

8 

1C.4        u 

304 

•234 

7 

104          l.'» 

314 

2:t4 

, 

1«4 


304 


234 


8 
10 


194 
164 
164 
194 
194 
194 
KVi 
194 
ir,4 
ir»i, 
l»i4 


6  , 

9  ' 

"I 
9 

.,  1 

I 

10 


12 
10  ' 


•r»4 
274 

•284 

'2»;4 

•294 
304 

244 
254 
•284 
•2t;4 


234  i 
•234 
2341 

«i 

234! 
234; 
2:i4 
234 
•234 
234; 


16i 


31  i 


23i 


"fUites  from  Oil  City  also  apply  from  PiitsburK  and  numcmus  we>teni  IVnuMylvania  iM)ints, 

In  the  iilnne  tabic  the  coinbnuition  of  local  rates  has  betMi  arrived  at 
by  taking  the  most  favonible  junction  ix)ints  in  Nmv  P^n^land  from 
which  to  add  th(»  arbitrary  rate  to  the  rate  from  the  oil  fields. 

Owing  to  X\w  fact  that  to  some  of  the  points  mentioned  lower  com- 
binations could  be  made  by  way  of  C  ami)!)tdl  Ilall,  N.  Y.,  or  Harlem 
River,  such  com})inations  are  also  shown.  It  should  be  stilted,  how- 
ev<»r,  that  neither  route  was  extensively  used,  since  the  cost  by  these 
gateways  while  l(»ss  than  })y  New  England  junction  i^)int.s  was,  never- 
thele.'^s,  much  in  excels  of  the  Standard's  cost  by  the  coast  routes. 

In  this  connection  it  may  })e  noted  that  the  Interstate  Commerce 
Connnission,  in  a  recent  decision  on  comi)laint^  of  indepiMident  relin- 
ers  in  western  Pennsylvania'' against  tin*  New  York,  New  Haven  and 
Hartford  and  other  railroads  on  this  (luestion  of  prorating,  said: 

The  attitiulc  of  tin*  New  Haven  ('uinpiiny  irurease?^  the  rate  In'twet'ii  s  ami  ♦.♦  cental 
jHT  hiuuired  pounds,  ami  therel'<>re  a<l<ls  to  the  price  which  the  iii«lep«'inlent  refiner 
can  name  hv  that  amount. 


«\Vaverly  oil  Works  (No.   7!Hi)  and  the   Fred  (J.  (lark  (' 
Feljnmrv  14,  I!mh;. 


(No.  scKm  ,  vWvWV 
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The  cost  of  shipping  oil  from  the  int'Crior  to  points  in  Connecticut 
and  southern  Massachusetts,  in  the  absence  of  prorating  an-angements, 
therefore  consisted  of  the  freight  rate  of  the  western  railroad  plus  the 
local  of  the  New  Haven  system.  The  cost  to  the  Standard  Oil  Com- 
pany, and  to  the  minor  independent  tidewater  refineries  delivering  oil 
to  New  England  coast  points  by  vessel,  consists  of  the  cost  of  vessel 
transportation  plus  the  local  from  the  coast  point  and  plus  a  further 
allowance  for  the  cost  of  transporting  crude  oil  to  the  tidewater  refin- 
eries. The  New  Haven  system  has  in  effect  from  Wilson  Point,  Conn., 
ajblanket  mte  of  7  cents  per  hundred  pounds,  which  covers  practi- 
cally the  entire  western  part  of  Connecticut  and  Massachusetts. 
From  East  Providence,  R.  I.,  it  has  a  similar  blanket  rate  of  6  cents 
per  hundred  pounds,  which  covers  eastern  Connecticut,  Rhode  Island, 
and  a  large  part  of  southern  Massachusetts.  The  total  cost  to  the 
Standard  of  delivering  oil  into  southern  New  England,  allowing  say  3 
cents  per  hundred  for  piping  from  western  Pennsylvania  to  the  sea- 
board, 5  or  6  cents  for  water  transport,  and  (>  or  7  cents  for  rail  charges 
from  the  seaboard,  would  amount  to  about  14  to  U\  cents,  as  against 
28i  to  33^  cents  rail  charge  from  western  Pennsylvania.  The  loss  of 
New  England  business  by  interior  refining  companies  is  due  in  pmrt 
to  the  establishment  of  pipe  lines  and  of  water  transportation  facilities 
by  their  seaboard  competitors  and  not  entirely  to  the  refusal  of  New 
England  railroads  to  prorate.  Nevertheless,  the  refusal  to  prorate 
constituted  a  discrimination  which  was  wholly  unjustitiable  and  if  it 
amounts  to  as  much  as  8  cents  or  9  cents  |)er  hundred  pounds  on  the 
average,  it  is  ecjuivalent  to  more  than  one-half  cent  per  gallon,  a 
figure  which  would  constitute  a  very  fair  margin  of  profit  to  the 
average  independent  retiner.  On  a  car  of  50,000  pounds,  or  sa}'  8,000 
gallons,  the  discrimination  would  amount  to  about  S4o. 

Admitted  advanta(}e  to  Standard  Oil  Company  of  refusal 
TO  PRORATE. — The  Ncw  York,  New  Havt^n  and  Hartford  Railroad 
Company  admitted  that  its  refufjal  to  prorate  on  petroleum  oil  has 
given  the  Standard  Oil  Company  a  very  important  advantage  over  its 
competitors.    An  ofiicer  of  tin*  New  Haven  system  stated  to  the  Bureau: 

The  priK'tii^I  effect  [of  Ihit?  refusal  to  j»rorate]  up  to  now — not  tlie  entire  effect,  but 
the  practical  effect — has  been  until  now  to  largely  throw  the  husini'ss  into  the  hands 
of  the  Standard  Oil  Company. 

The  Interstate  Commerce  Commission,  likewise,  in  its  decision  in 
the  cases  just  cited,  said: 

As  a  practical  matter  this  course  upon  the  part  of  the  New  Haven  Company  has 
in  the  past  resulted  in  giving  to  the  Standanl  Oil  (\^mpany  an  actual  monoiKily  of 
the  fale  of  the  products  of  petroleum  in  New  Haven  territory.  Wi»ih»  we  can  not 
find  that  the  present  system  was  adopted  at  the  solicitation  of  the  Standard  Oil 
Company  for  the  puriM)8e  of  grantinjr  it  a  j)referen<'e,  we  do  find  that  otticials  of  the 
New  Haven  Company  knew,  when  the  through  rates  wi-rc  canceled  and  the  first 


NEW    ENGLAND.  153 

distributing  tariff  put  into  effect  in  1896,  that  what  was  done  would  have  this  result; 
and  they  have  known  ever  since  and  do  know  that  such  has  been  and  is  the  effect. 
They  have  been  repeatedly  applie<l  to  by  shippers  for  through  rates  Imt  have  refused 
to  grant  the  same. 

Explanation  of  the  New  Haven  system  of  its  refusal  to 
PRORATE. — Practically  the  only  explanation  offered  the  Bureau  of  Cor- 
porations by  officials  of  the  New  Haven  s^^steni  for  its  refusal  to  pro- 
rate with  western  connections  on  petroleum  wa.s  that  such  prorating 
arrangements  would  materially  increase  the  hazard  of  the  business 
because  of  danger  from  tire.     The  officer  above  quoted  said: 

When  I  came  here,  in  1901, 1  inquired  of  officials  who  had  \)een  here  formerly  and 
found  that  the  principal  governing  factor  was  that  of  safety.  In  other  words,  oil  is 
more  or  less  of  a  ticklish  thing  to  handle.  The  more  you  can  concentrate  it  at  the 
loading  point,  so  that  you  can  control  the  matter  of  loading,  the  safer  it  is.  The 
more  precautions  you  can  surround  it  with  the  better. 

He  quoted  the  following  letter  of  Januaiy  18,  1902,  written  by  Mr. 
W.  F.  Merrill,  first  vice-president  of  the  road: 

Mr.  Percy  R.  Todd,  ^'^^*  "^^'^^*'  ^^^^'^•'  ^^''"«'*'''  ^^'  ^^^"' 

Second  Vice-IWsi(fentj  Xfw  Haven,  Conn. 
Dear  Sir:  In  the  moving  of  inflammable  oils  to  our  line  from  the  West  I  think  it 
would  be  much  better  not  to  have  any  more  of  it  than  we  can  ix)Hsibly  help  come 
via  Harlem  River  or  Newburg  gateways  across  the  New  York  Harl)or  or  the  Hud- 
eon  River.  Leaky  packages  of  oil,  whether  barrels  or  tank  cars,  while  objection- 
able, do  not  do  so  much  harm  on  a  roadbt^il,  but  on  floats  they  are  liable  to  saturate 
the  decks  of  the  i-ame  with  oil  and  so  greatly  increa»«e  the  danger  from  fire. 

Yours  truly,  ^y    p   Merrill,  FirM  Vice- Presiff eat. 

Although  the  New  Haven  system  could  make  all-rail  connection 
across  the  Hudson  River  at  several  points,  such  as  Poughkeepsie  and 
Alhan3%  it  did  not  do  so,  the  reason  f^iven  being  that  if  it  made  pro- 
rating arrangements  with  roads  connecting  at  such  points  it  would 
excite  jealousy  on  the  part  of  western  lines  which  were  entirely 
dependent  upon  water  connection  across  New  York  Harbor  or  the 
Hudson  River.     A  representative  of  the  compan}' stated  on  this  point: 

This  railroad  is  a  terminal  projKDsition.  In  other  words,  we  don't  originate  very 
much  freight;  we  are  receivers.  Now  it  is  very  important  from  our  stand|)oint  that 
we  should  treat  all  of  these  railroads  alike,  that  we  should  be  the  means  of  their 
bringing  their  New  Kngland  freight  in  here  on  the  same  terms  for  all.  In  other 
words,  that  we  should  l)e  neutral,  ahd  treat  all  exactly  alike.  Now,  if  we  said  to  the 
Pennsylvania,  and  the  I^high  Valley,  the  Jersey  Central,  the  Baltimore  and  Ohio, 
and  the  Erie  that  **we  won't  take  oil  from  you,  as  it  must  come  by  float  and  that  is 
a  danger  we  won't  incur,  but  we  will  take  oil  from  the  New  York  Central,"  why, 
we  at  once  get  those  people  up  in  arms  that  we  are  discriminating  in  favor  of  the 
New  York  Central  as  against  them  and  there  would  be  a  good  deal  of  jealousy. 
*  *  *  It  is  a  [)(NwibiJity  to  take  carlfiad  oil  on  a  prorate  to  this  territory  by  way 
of  the  New  York-Central  and  Boston  and  Albany  roads  without  using  fioat«>,  and, 
therefore,  avoiding  that  danger,  but  if  we  <iid  it  we  know  the  trouble  we  naturally 
would  be  in  with  the  other  roads.  If  we  allowed  oil  to  come  in  via  a  route  that 
would  not  be  objectionable  from  a  danger  standpoint,  we  wowUl  wol  Vi<i  \.t\j^n\\\"^>\\^\xv 
all  alike,  but  would  be  **8tepinnf^  on  the  corns"  ol  >Hn\\e  ol  \\\e\\\. 
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Lubricating  oil  was  under  the  same  prohibition  in  respect  to  pro- 
rating as  petroleum  and  benzine,  but  the  refusal  to  promte  did  not 
apph"  to  linseed  and  other  veofetal)le  oils.  The  contention  was  that 
the  company  had  '*  never  considered  the  transportation  of  linseed  oil 
attended  with  the  same  danger  as  any  of  these  other  [petroleum]  oils.-' 

This  matter  of  risk  of  handling  petroleum  oils  on  floats  or  other 
vessels  was  repeatedl}'  emphasized  l)v  the  New  Haven  management, 
and  constitutes  practically  the  only  explanation  offered  by  them  for 
their  refusal  to  promt<^.  In  support  of  their  position  in  this  matter 
officials  of  the  New  Haven  cited  the  fact  that  they  compelled  the  Stand- 
ard Oil  Company  to  locate  its  distributing  plants  on  the  coast  at  points 
outside  of  cities  and  away  from  congested  business  (^enters.  As  an 
illustration,  they  mentioned  Wilson  Point,  about  H  miles  from  South 
Norwalk,  maintaining  that  they  w^ould  not  have  agreed  to  a  location 
in  South  Norwalk  proper. 

Whatever  merit  there  may  have  been  in  this  argument  of  the  New 
Haven  management  as  to  tire  risk,  the  fact  is  that  since  the  investiga- 
tion of  this  matter  by  the  Bureau,  and  since  the  recent  decision  of  the 
Interstate  Commerce  Commission,  the  New  Haven  system  has  resumed 
the  pnictice  of  prorating  on  refined  oil. 

The  admission  by  New  Haven  officials  that  the  Standard  Oil  Company 
desired  the  railroad  to  refuse  prorating  arrangements  is  extremely 
significant.  An  officer  of  the  New  Haven  road,  when  asked  whether 
his  company  had  conferred  with  the  Standard  Oil  Company  in  regard 
to  its  policy,  replied: 

I  have  talke<l  with  them  as  we  talk  witli  all  nur  laiye  .shippers  from  time  to  time. 
*     *     *      Of  coarsi'  l}ti'ij  harr  irnnfiif  ns  not  to  prorntf  on  o(/." 

This  official  said  he  was  unal)le  to  describe  the  exact  eircumstances 
under  which  the  refusal  to  prorate*  was  put  into  effect,  asserting  that 
the  arrangiMueiit  was  made  about  six  years  before  he  became  affiliated 
with  the  N(»vv  Haven,  and  that  many  records  had  Ix^en  (Uvstroyed  prior 
to  that  time. 

Position  of  the  Intkkstatk  Com.mkucf:  Commission.  The  findings 
of  the  Interstate  Connnerce  Commission,  in  the  coinplaifjts  previously 
cited,  were  in  part  as  follows: 

I.  The  refusal  ot  the  New  Haven  Knilrna<l  In  er^tal>lish  joint  rates  for  the  traiisjMir- 
tatinn  «»1  tin*  pro<Jiu'ts  of  petmlenm  from  ("lf\«'lan«l,  rittslmnj.  an<l  eorrespornlinjj 
teiTitnry  is  unjust  an<l  unreasonable. 

II.  The  result  of  this  refusal  is  to  impose  upon  the  transportation  of  the  j)ro(lucts 
of  petroleum  fmm  these  i)oints  to  destinations  in  Nt-w  KnL'lan<l  territory  rates  that 
ari' t'X«*(»s<ive,  unjust,  and  unreasonahh*. 

While  thus  cond(Mnning  the  attitude  of  the  N(mv  Haven  system, 
however,  the  Interstate  Commerre  Connnission  decided  that  it  was 
pow(M'less  to   remedy   the  situation   i)ecau>e"it   has  Ixm'ii   repeatedly 
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determined  b}'  judicial  decisions  that  the  act  to  regfulate  eonmieree 
does  not  require  curriers  to  nuke  joint  rates,  and  the  Commission 
has  no  power  to  compel  such  rates/' 

Section  3.  Prorating  arrangements  and  rates  of  the  Boston  and  Maine 
Railroad. 
Territory  to  which  there  are  no  prorating  arrancjements  on 
OIL. — The  Boston  and  Maine  Railroad,  while  declinfn^  to  prorate 
uniformly  with  its  western  connections  on  petroleum  products,  has  in 
force  prorating  arrangements  on  petroleum  over  certain  iX)rtions  of 
its  system.  The  territory  to  which  through  rates  are  thus  published 
from  the  oil  regions  of  Ohio  and  Pennsylvania  was  defined  by  the 
company  as  follows: 

Fitchburj?  Division,  Connecticut  River  Division,  Winclsor,  Vt.,  and  south  thereof; 
Worcester,  Nashua,  and  Portland  Division,  Worcester,  Mass.,  to  Nashua,  N.  H.,  and 
Concord  Junction  to  Nashua,  N.  II.;  j»ointH  on  the  Southern  Division  in  a  direct  hne 
from  Nashua  to  Concord,  N.  H.,  inchisive. 

The  Fitchburg  division,  which  extends  from  Rotterdam  Junction, 
N.  Y.,  to  Boston,  reaches  a  long,  though  narrow,  strip  of  territory. 
The  other  divisions  reach  only  limited  areas. 

To  all  other  j)oints  on  the  Boston  and  Maine  system  petroleum  prod- 
ucts can  be  shipped  onh'  })v  paying  an  arbitrary  or  local  rnte  in  addi- 
tion to  the  Boston  rate.  Thus,  points  as  near  Boston  and  as  important 
as  Lowell,  Lawrence,  and  Lynn,  Mass.,  tiike  a  local  rate  over  and 
alK)ve  the  Boston  rate.  The  same  is  true  of  Portsmouth,  X.  II.,  Port- 
land, Me.,  and  many  other  points.  The  list  of  stations  to  which  local 
rates  must  thus  be  add(»d  is  very  large.  Such  a  list,  furnished  by  the 
Boston  and  Maine  systtMU,  contained  8iH  out  of  about  t>2r>  freight  sta- 
tions on  the  svNtem,  not  including  the  Maine  Central. 

The  eastbound  billing  instructions  of  various  fast  freight  lines  con- 
tain the  following  clause  or  one  similar  to  it: 

Shipments  (»f  iH^roleuni  nil  destined  to  points  on  or  reache<l  via  the  B.  i^  M.  K.  R. 
cannot  be  taken  at  rates  name  I  in  this  tariff  unless  such  points  are  prefixed  with 
reference  No.  5. 

An  examination  of  the  list  of  stations  in  such  billing  guides  shows 
that  reference  No.  5  is  not  pretix<Hl  in  the  case  of  a  very  larg(»  number 
of  points  on  the  Boston  and  Maine  system.  Koughly  speaking,  this 
refusal  of  the  Boston  and  Maine  system  to  prorate  on  oil  affects  the 
northeastern  i)art  of  Massiichusetts,  nearly  all  of  the  Boston  and  Maine 
lines  in  New  Hampshire  and  Vermont  (\\cei)t  the  southern  portions, 
and  all  of  Maine.  Including  the  Maine  Central,  more  than  two-thirds 
of  the  mileage*  of  the  Boston  and  Maine  system  comes  under  this 
restriction  in  respect  to  prorating  on  oil. 

It  may  l>e  noted,  furthermore,  that  the  Boston  and  Maine  system 
does  not  prorate  with  the  New  York,  New  Haven  and  Hartford  sys- 
tem, except  to  a  limited  extent.     The  only  \>o\\\Vs  v\l  nn\\\A\  y^'^'*'^'^^'^^^^'^ 
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arranj?eraents  covering  the  entire  Boston  and  Maine  system  are  iix 
effect  with  the  New  Haven  on  oil  are  Northampton  and  Worcester, 
Mass.  Tiiere  are  local  prorating  arrangements  between  the  two  sys- 
tems at  sev'eral  other  points,  but  these  do  not  affect  a  large  territorj'. 

The  discrimination  against  petroleum  and  its  products  on  the  part  of 
the  Boston  and  Maine  in  the  matter  of  prorating  is  shown  b}'  the  fact 
that  in  the  cajje  of  other  commodities  nearly  all  stations  on  the  Boston 
and  Maine  S3'stem  south  and  west  of  Portland,  Me.,  take  the  same  rate 
as  Boston.  In  a  few  instances  there  is  a  slight  addition  to  the  Boston 
rate.  Petroleum  is  one  of  a  very  few  commodities  on  which  the  Bos- 
ton and  Maine  declines  to  enter  into  prorating  arrangements. 

The  effect  of  this  partial  refusal  on  the  part  of  the  Boston  and  Maine 
S3'steni  to  prorate  on  petroleum,  as  in  the  case  of  the  New  Haven,  is  of 
course  to  increase  the  freight  charge  by  the  addition  of  a  local  rate. 
These  local  rates  vary  widely,  and  in  general  are  somewhat  higher  than 
those  of  the  New  Haven  system.  This  is  indicated  by  the  following 
table: 


COMPARISON  OF  OIL  RATES  FROM  OIL  CITY  a  TO   POINTS  ON  THE  BOSTON  AND   MAINE 
RAILROAD    UNDER    COMBINATION  OF  LOCALS    WITH    THOSE  WHICH    WOULD    EXIST 
UNDER  PRORATING  ON  THE  BASIS  OF  THE  BOSTON  RATE. 
[Rates  in  coiit«  per  hundred  i>oundH.] 


Destination. 


Via  Boston  rate 
junction  \yoUn. 


Biddefonl.  Me Bt»ston,  Mas.-*  . . . 

North  Berwick,  Me do 

Porthmd.  Me do 

SprinKvale.  Me Nashua.  N.  H  . . . 

Berlin.  N.  H Conconl.  N.  II  . . 

Dover.  N.  H Boston.  Mass  . . . 

Franklin.  N.  H Concord.  N.  H.. 

Groveton.  N.  H do 

Laconia.  N.  H do 

Littleton.  N.  11 do 

Plymouth.  N.  H ' do 

Portsmouth.  N.  H Boston,  Mass  . . . 

R<Khester.  N.  H  do 

Newport.  Vt \Vinds4»r,  Vt 

St.  .Tohnsbury.  Vt do 

Wells  River.  Vt do 

Ghiucester.  Mass Boston.  Mass  . . . 

Haverhill.  Mass do 

I^awrencc.  Ma.ss do 

Ix)well.  Mass do 

Lynn.  Mass do 

Newhuryport.  Ma^s do 

Woburn,  Ma.^s do 


mbi  nation 

Oil  City 

to 
junction. 

oil  rate. 

Arbi- 
trary, 
junction 
to  desti- 
nation. 

11 

Com- 

biniMl 

through 

rate. 

34  i 

E«ti- 
nuUed 
oil  rate 
tinder 
prorat- 

ing.6 

Differ- 
ence. 

23i 

23i 

11 

m 

11 

34i 

23i 

11 

2:^i 

10 

3:^i 

23i 

10 

23i 

10 

331 

23i 

10 

23i 

12 

35i 

24 

lU 

m 

10 

:wi, 

23* 

10 

-m 

7 

30i 

23i 

7 

2V, 

12 

*-^4 

24 

lU 

23i 

7 

30i 

23i 

7 

ZM 

12 

3:>i 

24 

lU 

•2^1 

10 

'3Si 

234 

10 

-m 

10 

•,m 

234 

10 

23i 

10 

:«i 

23i 

10 

ZV^ 

ir» 

39i 

24 

m 

23i 

13 

m 

24 

12* 

'2'M 

11 

3«i 

24 

10* 

zn 

7 

301 

•234 

7 

'23k 

.s 

31  i 

234 

8 

23i 

^ 

31  i 

234 

8 

zn 

s 

3U 

•234 

8 

xn 

4 

27  i 

234 

4 

z^l 

H 

31  i 

234 

8 

ZM 

4i 

2S 

234 

4* 

"Kales  from  Oil  <'ity  also  apply  from  Pitt'^burK  and  luimenms  western  Pennsylvania  point**. 
''The  phras<«  "  Estiinat«Ml  oil  rate  under  pn)ratinK"  means  that  in  this  table  it  has  been  asvumed 
r/inr  tlie  same  points  nhich.  un«ler  the  prt»sent  system  of  prorating  on  other  commodities,  take  the 
Boston  rate  ha»if*  H'oiiJd,  under  pn>ratiti^  on  oil,  take  ihe  B»>stou  oil  rates  nt)w  in  etTeet. 
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Comparison  of  oil  rates  from  Boston  and  Beverly  to  various 
POINTS. — Aside  from  this  failure  to  prorate  over  all  its  system,  dis- 
crimination has  been  pmcticed  by  the  Boston  and  Maine  in  the  adjust- 
ment of  the  local  rates  on  oil  from  coast  stations  served  by  tank  vessels. 
This  is  brouorhtout  b}^  a  comparison  of  oil  rates  from  Beverly,  where  the 
plant  of  the  Gulf  Refining  Company  is  located,  with  those  from  East 
Boston,  where  the  Standard  Oil  Company  has  a  distributing  station. 
Beverly  is  on  the  Boston  and  Maine  Railroad,  and  as  it  is  but  a  short 
distance  (about  18  miles)  from  East  Boston,  it  might  be  expected  that  the 
two  concerns  would  obtain  substantially  equal  rates  except  in  the  case 
of  very  short  local  hauls.  Instead  of  any  such  equality  in  treatment, 
the  Boston  and  Maine  Railroad  Company  has  charged  higher  rates 
from  Beverly  to  various  points.  This  difference  is  shown  by  the 
following  table: 

COMPARISON  OF    RATES  FROM    EAST  BOSTON  AND  FROM  BEVERLY.  MASS.,  TO   VARIOUS 

NEW  ENGLAND  POINTS. 

[Rates  in  cents  per  hundred  pounds.] 


To— 


FromFnJ^^*? 
Bev-     Bc>«-    S!\t 
erly.    ton.  ,  ^,«-  i 


Aver,  Maw 10 

Bellows  FallH.  Vl 16 

Chicopee,  Mam I  12 

Conoord.  Mara 10 

Clareinont.  N.  H 13i 

Concord.  N.  H '  11 

Fttchburx,  Mawi 10 

Greenfield,  Ma»« ,  14 

Holyoke.  Mass 12 

Keene.  N.  H '  12 

Lynn.  MaM* 4 

Lowell,  Mass U 


^'\ 

6  I 
13i' 

VA 
11 
11 
4 


H4 

13 
11 

7i 
1«'> 

^4 

144 
11 
124 

•^4 


To- 


Lticonia.  N.  H 

Northampton,  Mass  . 
Portland.  Me 


Springtield.  Mass. 

St.  Johnsbury,  Vt  , 
Worcester.  Mass . . , 
\V(KHlsvi]le.  N.  H. 
Plymouth.  N.  H  ... 
I^ncHster.  N.  H  . . . 
Ossipee 


From ;  From 
Bev-  BoM- 
erly.    ton. 


12  , 
12 
10 
104. 
12 
10 
8 
14 
10 
16 
11 


1l 


From 
Fast 
Bos- 
ton. 


134 
124 
114 
ab 
M4 
174 

l'>4 
114 
164 

m 


"B.  &  A. 


OB.  &M.  switching. 


The  above  table,  it  may  be  noted,  was  voluntarily  submitted  by  the 
traffic  manager  of  the  Standard  Oil  Company  to  refute  the  contention 
that  East  Bo.ston  had  an  advantage  over  Boveily.  It  is  therefore  fair 
U)  assume  that  the  list  does  no  injustice  to  the  Standard  Oil  Company. 
As  a  matter  of  fact,  it  will  be  .seen  that  even  this  selection  of  points 
by  the  company  itself  shows  in  several  instances  a  marked  advantat^e 
in  favor  of  P^ist  l^)ston  as  ac^ainst  Beverly.  Thus  to  l^dlows  Falls 
the  charge  from  P^ist  Boston  is  :^  cents  lower  than  from  Ii<»verly; 
to  Fit<*hburg  3^  cents  lower:  to  Worcester  2k  cents  lower.  It  may 
be  noted,  further,  that  in  the  case  of  .some  points  like  Northampton, 
where  East  Boston  apparently  takes  a  higher  rate  than  Beverly,  the 
Standard  Oil  Company  is  able  to  deliver  oil  at  a  much  less  chav^o. 
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from  itvS  distributing  stations  on  Long  Island  Sound.  Thus,  to  North- 
ampton there  is  a  rate  of  7  cents  per  hundred  from  Wilson  Point. 
Furthermore,  to  points  where  Beverh'  has  the  advantage,  it  i*anges 
onl}'  from  i  to  1^  cents  per  hundred  pounds,  the  higher  figure  repre- 
senting the  switching  charge  from  P^ast  Boston  to  Boston. 

In  preparing  this  table  allowance  was  made  for  the  fact  that  as 
the  East  Boston  plant  of  the  Stiindard  Oil  Company  is  located  on  the 
Boston  and  Albany  tracks,  it  is  necessary  in  some  cases  to  pa}'  a 
switching  charge  of  1^  cents  for  delivery  to  the  tracks  of  the  Boston 
and  Maine. 

It  should  be  added  that  to  many  other  points  in  New  England  the 
rates  from  Beverly  and  fiom  East  Boston  are  substjintially  the  same, 
but  in  only  a  few  comparable  cases  does  Beverly  get  a  lower  rate  than 
East  Boston. 

Section  4.  Comparison  of  oil  rates  and  fifth-class  rates  from  Standard 
shipping  points  and  from  competing  refining  points. 

Not  only  has  the  Standard  Oil  Company  enjoyed  an  advantage  over 
its  competitors  in  western  Pennsylvania  and  Ohio,  by  reason  of  the 
failure  of  New  England  railroads  to  make  through  rates  on  oil  from 
the  west,  but  the  rates  which  the  Standard  itself  has  paid  from  its 
various  supply  stations  along  the  New  England  coast  to  interior  points 
in  New  England  have  been  decidedh^  low,  as  compared  with  the  rates 
charged  to  such  western  competitors.  Thus,  even  to  points  where 
througli  rates  are  made  from  the  West,  as  to  Boston,  the  rates  on  oil 
are  higher  than  the  tifth-class  rates,  while  rates  ])aid  by  the  Standard 
Oil  Company  from  its  various  coast  supply  stations  to  New  England 
destinations  are,  in  a  large  proportion  of  cases,  considerably  below  the 
iifth-class  rates  from  the  same  points  of  origin  to  the  same  destination. 
Where  the  effect  of  the  failure  to  prorate  appears,  the  disadvantage 
of  the  interior  retiner,  as  compared  with  fifth-class  rates,  is  greatW 
increased,  as  lias  been  already  pointed  out. 

The  table  presented  on  page  IGO  shows  this  discrimination  in  favor 
of  the  Standard  Oil  Company  very  clearly.  It  compares  the  oil 
rates  from  the  coast  supj)ly  stations  of  the  Standard  Oil  Company 
to  various  points  in  New  F^ngland  with  the  tifth-class  rates  between  the 
same  points,  and  also  compares  tlu*  oil  rates  and  fifth-class  rates  from 
Oil  City,  Cleveland,  and  Pittsburg  to  these  destinations.  The  relations 
})etween  the  oil  ratios  and  fifth-class  rates  are  then  compared  with  one 
another  in  the  cohnnns  lu^jided  ^'Advantage  of  coast  sup])ly  station  on 
a  comparison  with  fifth-<'lass  rates."  These  latter  cohnnns  are  com- 
puted in  most  instances  l)y  adding  to  the  amount  by  which  the  fifth- 
class  rat<'  from  the  coast  sui)ply  station  exceeds  the  oil  rate,  the  amount 
i)y  which  the  oil  rate  from  western  refining  points  exceeds  the  tifth- 
chiss  late.     In  instances  where  both  oil  rates  jire  above  or  below  the 
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fifth  class  the  result  is  obtained  by  subtraction,  as  can  readily  be  seen 
from  the  table. 

It  will  be  seen  that  the  advantage  of  the  Standard  Oil  Compan}' 
shipping  points  over  competing  shipping  points — or  to  state  the  case 
in  another  way,  the  disadvantage  of  the  inland  competitor — on  oil  on 
the  basis  of  a  comparison  of  fifth-class  rates  ranges  from  3  to  15  cents 
as  against  Oil  City  and  Pittsburg,  and  from  — ^  to  12i  cents  as  against 
Cleveland.  Pittsburg  rates,  it  will  be  seen,  are  precisely  the  same  on 
both  oil  and  classified  articles  as  the  rates  from  Oil  City,  and  various 
other  western  Pennsylvania  points  take  the  same  rates  to  this  territory 


160 


TRANSPORTATION  OF  PETROLEUM. 


o 
a: 

Si 

<  -^ 
>^ 


eg 
a  ^ 

si 


Iii  -    s 


i:?= 


-.»A010  J3AO    lIOll9)g  Aid 


c 

a 


•»»hTii,)  mjij 


•oiBj  no  I 

•djKj  stJWio-qjjH 
uil-u  noKfawiaioo  h  uo 

AJU)  IK)  J'>A<>  u'^n®!*' •'^K* 
-(ins  )KiH).)  JO  a>)vuiUApy 

g?         J;  ssBp  qjjy 

=  c      MOi.»q  ojtu  i{() 


?  fc  -sstq.!  qijw       ! 

71..   '  £      OAoqw  djwj  no 

ii  MJBJ  s»nq,>qi;jj 


■^nu  llii 


■*NTti*i  qjjH 


•,)iwj  IK) 


•  4^  ifi      lA      kC 


ct     ift.':     i/t    iftiCtC    >C     >A       iCiftiAiCiO       tCtdOiCtO 


CI  CI    f«   Tin   n   c^ M M   ?^ 


Ti  ?:e;?:?:s  ?:Sc;ss 


?  »f^  ^  ^??:  ^  ^  ;;;s^§^s  §^.^?is$^ 


t9       iet9»9       t9«9       tO      '9 


5 

a 

1 


k.- c*;    ic    »?t  it    ut    if:  <ft  I/:    »c   »/;      i.c^i044 


» »?;        .    •  i/r        .  ic     »c     >o 

'  ?4  -P     '     '.  —  -»■     '•  'C  ?5  -1"  W  CM 


•C^CS^I^XXS'^iCO^OaC)       i004^'^«       «cor«»M 


iO  -C  X  'C  OO  ^  -C  'C  »/f  X  r»  <£  t*  't'       o  «0  O  «0  <©       1*5  t^  i-t  I'-  «o 


;  •>"  *^,  -"  1^. 


S 
c 


3 

i 


as        •-• 

c        _ 


.^j.r|j5|| 


r  C  ~  I  *•- 
5  =  =  y.i?-? 


NEW    ENGLAND.  161 

Section  5.  Prorating  arrangements  of  Vermont  roads. 

The  principal  railroads  in  Vermont  are  the  Rutland,  the  Central 
Vermont,  and  the  Boston  and  Maine.  The  failure  of  the  Vermont 
railroads  in  some  cases  to  make  through  rates  on  oil  from  western 
Penns^'lvania,  combined  with  the  secret  rates  enjoyed  b}^  the  Stand- 
ard Oil  Company  from  Olean  to  Vermont  points,  have  given  that 
company  an  extraordinary  advantage  over  its  competitors.  The 
secret  rates  were  described  in  Chapter  II.  None  of  these  roads  pro- 
rates uniformly  on  petroleum  to  all  points.  In  fact  the  Central  Ver- 
mont has  no  prorating  arrangements  on  oil.  In  the  cavse  of  the  Boston 
and  Maine,  prorating  arrangements  in  Vermont,  as  just  shown,  are 
confined  to  a  few  localities  in  the  southern  part  of  the  State.  The 
Rutland  prorates  via  southern  gateways  with  some  roads,  but  via  the 
northern  route  it  prorates  only  on  a  high  basis.  The  book  of  Red 
Line  Eastbound  Billing  Instructions  contains  the  following  clause: 

Petroleum  oil  to  points  on  the  Rutland  Railroad  can  not  be  taken  at  the  rates 
named  in  this  tariff.     Shipments  will  Ikj  subject  to  the  local  rates  from  Norwood,  N.  Y, 

In  this  connection,  the  following  letter  to  Mr.  T.  B.  Westgate,  gen- 
eral manager  American  Oil  Works  at  Titusville,  Pa.,  from  the  Dela- 
ware and  Hudson  Company,  under  date  of  February  13,  1905,  is  of 
interest: 

The  Delaware  and  Hudson  Company, 

Office  of  the  Commercial  FREiciiiT  AtiENT, 

Room  1017  Bessemer  Blik;., 

Pitt.<hxmjh,  Pa.,  Fth.  ISth,  '05. 
Mr.  T.  B.  Westgate, 

GeiiH  Mgr.^  American  Oil  Works,  TUiisville,  Pa. 
Dear  Sir:  Relative  to  our  conversation  of  the  10th  instant:  We  ]>eg  to  advise  that 
we  are  unable  to  handle  shipments  for  Burlington,  Vt.,  and  Rutland  R.  R.  i)oints. 
I  alec  send  you  under  separate  (!over  copy  of  Erie  De«i>atch  East  Bound  Guide  Book 
No.  15. 

Yours  truly,  L.  Snodorass,  T.  F.  A. 

The  Delaware  and  Hudson  O^mpany  later  furnished  Mr.  Westgate 
with  a  rate  from  Schenectady,  the  connecting  point  of  the  Delaware 
and  Hudson  with  the  New  Y'ork  Central,  into  Burlington.  This  is 
shown  b}'  the  following  letter: 

April  10,  '05. 
731. 
Mr.  T.  B.  Wbbtoatk, 

7V«w.,  American  Oil  iH-x.,  Lim., 

Titusville,  Pa. 

Dear  Sir:  Referring  to  your  letter  of  April  1st,  our  general  ottice  advises  that 

the  summer  liasis  of  rates  on  oil,  c*arloa<ls,  from  Titusville,  Pa.,  to  Burlington,  Vt., 

will  l)ecome  effective  between  Schenectady,  N.  Y.,  and  Burlington,  Vt.,  on  April 

10th.    This  will  make  the  third-class  rate  20<?.  per  100  n>s.,  a  re<luctioii  of  5t.  on  the 
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rate  quoted  you  in  our  letter  of  March  8 let.     Our  general  office  advises  that  this  is 
the  very  best  that  we  can  do. 

We  trust  that  it  will  enable  you  to  do  business  and  that  you  can  see  your  way  to 
favor  us. 

Yours  truly,  S.  Y.  Baldwin, 

SYB.  *  G.  F.  A. 

It  will  be  noted  that  this  rate  of  20  cents  applies  only  from  Schenec- 
tady. To  this  rate  it  would  be  necessary  to  add  the  local  from  west- 
ern Pennsylvania  to  Schenectady,  which  is  15^  cents,  thus  making  the 
through  rate  35^^  cents  even  on  the  summer  basis,  or  2^  cents  above 
the  through  rate  quoted  b\'  other  routes. 

It  should  be  stated  that  in  September,  1905,  the  general  freight 
agent  of  the  Rutland  Riiilroad  wrote  to  the  Bureau  in  part  as  follows: 

The  east-bound  billing  instructionH  of  certain  fast  freight  lines  advising  that  ship- 
ments of  petroleum  oil  to  points  on  the  Rutland  Railroad  will  be  subject  to  local 
rate  from  Norwood,  N.  Y.,  are  somewhat  misleading.  We  are,  ami  have  been,  pre- 
pared to  join  in  the  protection  of  third-class  rates  on  petroleum  an<l  petroleum  prod- 
ucts, carloads,  and  second-class  rates  on  less  than  carloads  in  (X)nnection  with  the 
so-called  Color  Lines  operating  via  Norwood,  N.  Y.,  and  there  are  at  the  present 
time  in  force  commodity  tariffs  on  petroleum  and  petroleum  products,  carloads,  from 
Western  States  points  to  our  stations  via  Norwood,  N.  Y.,  based  on  the  current  third- 
class  merchandise  rates,  which  tariffs  are  divided  on  the  established  merchandise 
percentages. 

This  qualification,  however,  is  of  no  significance,  as  it  has  already 
been  shown  that  under  prorating  on  the  third- claJ^s  basis  the  rate  from 
independent  refining  points  in  western  Pennsylvania  would  be  40^^ 
cents,  or  more  than  double  the  secret  comi)iiiation  of  rates  enjoyed 
by  the  SUmdard  Oil  Company  from  its  Olean  refinery  via  Norwood. 

By  way  of  Kuthind  the  Rutland  Railroad  ])rorates  with  some  lines 
from  the  west  on  a  lower  basis. 

To  a  considerable  part  of  Vermont,  therefore,  it  is  necessary  to  add 
to  the  tlirough  rate  from  the  oil  regions  the  local  oi*  arbitrary  rates 
of  the  Vermont  roads.  In  many  cases  thos(^  arbitrary  nites  are  very 
high.  Thus,  on  the  Passumpsic  division  of  the  Boston  and  Maine, 
which  runs  from  White  River  Junction  into  Canada  via  Newport,  the 
arbitraries  from  Windsor  range  from  7  cents  to  1()  cents  per  hundred 
])ounds.  On  the  Central  Vermont  these  arbitraries  northbound  are 
about  the  same.  From  Rouses  Point,  N.  Y.,  the  northern  gateway  of 
the  Central  Vermont  into  the  State,  the  ai'bitrarics  are  still  higher, 
ranging  from  <>  cents  to  An)urgh,  in  the  noi'thern  part  of  the  State,  to 
'24  ccrjts  in  thecast^  of  ^Montpelier,  and  still  higher  to  some  other  points. 
From  White  River  Junction,  likewise,  high  arbitrariivs  are  also 
exacted  l)y  the  Centi'al  VcM'mont,  the  local  rate  to  Montpelier  being 
:ii)  cents  p(»r  hundred  i)ounds  and  to  Burlington  2S  cents  per  hundred 
pounds. 

The  discrimination  against  oil  is  brought  out  by  the  fact  that  these 
\^orinont  roads  pronxtQ  on  nearly  all  other  commodities.     To  a  consid- 
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enible  section  of  the  Stat<^  on  shipments  from  the  West  the  through 
rate  to  Boston  is  applied,  with  the  provision  that  if  the  through  i*ate 
from  Cleveland  to  Boston  is  higher  then  this  shall  be  regarded  as  the 
minimum  rate  to  these  Vermont  points.  The  following  table  shows 
what  the  cost  of  shipping  oil  to  various  Vermont  destinations  from 
western  Pennsylvania  refining  points  would  be,  provided  through 
rates  on  oil  were  made  on  the  Boston  rate  with  the  Cleveland-Boston 
oil  rate  to  be  used  as  the  minimum  as  it  is  on  class  rates.  The  result- 
ing rate  is  compared  with  the  rates  now  actually  in  force  on  oil  to  the 
same  point^^.  In  the  case  of  points  on  the  Rutland  Railroad  shown  in 
this  table  there  were  through  rates  on  oil,  although,  as  will  he  seen, 
these  were  much  higher  than  those  which  would  be  in  effect  if  pro- 
rating were  practiced  on  oil  on  the  basis  described.  In  the  case  of 
the  i)oints  on  the  Central  Vermont  shown  in  the  table  there  are  no 
through  rates  on  oil,  and  the  actual  rate  is  arrived  at  by  adding  a  local 
or  arbitrary-  rate  of  that  road  to  the  rate  up  to  the  most  favorable 
junction  point. 

COMPARISON  OF  EXISTIN<J  OIL  RATF>5  FROM  WESTKRN  ]»ENN\SYLVAXIA  REFINING 
POINTS  TO  VERMONT  POINTS  WITH  TH(»SE  OBTAINABLE  IF  THROUGH  RATES  WFIRE 
MADE  ON  SAME  RATE  BASIS  AS  ON  OTHER  COMMODITIES. 

[Riites  in  cents  jh-T  humlred  iKmn<N.] 


Oil  nite 


Destination. 


Rutland  R.R.  Co: 

Brandon,  Vt 

BurlinKton,  Vt 

Manrhi*8tor,  Vt 

Middlebury.  Vt 

PiltMford,  Vt 

PnK'tor,  Vt 

SlmftJ«bnry,  Vt 

Central  Vermont  Rwy.  ('<». 

Banv,  Vt 

Colchester.  Vt 

nartf»>rd,  Vt 

Hartland.  Vt 

Montpelier.  Vt 

Northtield.  Vt 

Royalton.  Vt 

St.  AlbtinH.  Vt 

Swanton.  Vt 

Waterhury.  Vt 


Actual 
oil  rate. 

uncier  pn>- 1 

rating  on 

sreneral 

rate  basis,  i 

r.xcejw 
in  actual 
oil  rate. 

:« 

'24 

9 

33 

■24 

9 

:« 

•J3i 

n 

33 

'*4 

9 

33 

24     ' 

9 

33 

XV, 

9i 

33 

23i  , 

n 

4Hi 

24 

24i 

42 

24 

18 

33i  ' 

24 

9i 

'^h 

24    1 

5i 

4«;i 

21 

22i 

44i 

'^•* 

2l>i 

3Ki 

24 

l-<i 

4.H 

21 

21 

49 

24     ^ 

2.^ 

4S 

21 

24 

From  the  above  table  it  will  at  once  In*  .*<een  what  a  great  lul vantage 
it  would  be  to  the  interior  refiner  if  through  rates  wtM-e  named  on  oil 
subject  to  the  same  maxinuim  basis  as  that  applied  on  other  commodi- 
ties.    The  difference  ranges  from  5i  to  25  eeuls. 
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Section  6.  Other  open  discriminations  in  rates  into  Vermont. 

The  advantage  of  the  Standard  Oil  Company  in  reaching  Vermont, 
again,  is  not  limited  to  the  failure  of  Vermont  roads  to  prorate  uni- 
formly on  oil,  nor  to  the  extremely  low  combinations  of  secret  rates 
from  Oleau  via  Norwood.  The  company  derives  a  further  advantage 
from  the  adjustment  of  rates  from  some  of  its  distributing  stations. 

Rate  from  New  London  to  Burlin(jtox. — A  special  instance  of 
this  sort  is  found  in  a  rate  of  12  cents  per  liundred  pounds  from  New 
London,  Conn.,  to  Burlington,  Vt.  The  advantage  of  this  rate  may 
be  appreciated  by  comparison  with  the  mte  from  western  Pennsyl- 
vania retining  points,  which  is  38  cents.  The  distance  from  New  Lon- 
don to  Burlington  is  278  miles;  from  Bradford,  Pa.,  507  miles. 

This  12-cent  rat«  compares  with  a  rate  of  27  cents  per  hundred 
pounds  from  New  London  to  such  points  as  Barre,  Braintree,  Hart- 
ford, Montpelier,  and  Waterbury,  all  of  which  are  south  of  Burling- 
ton and  thus  nearer  New  London.  The  Standard,  however,  could 
reach  several  of  these  points  much  more  cheaply  b}'  combining  the 
12-cent  rate  with  the  virtually  secret  State  rates  on  tank  cars  from 
Burlington  back. 

Shippers  of  oil  to  Burlington  by  way  of  New  London  must,  of 
course,  pay  the  cost  of  getting  their  oil  to  New  Ix)ndon  b}'  water 
and  also  the  cost  of  getting  their  crude  oil  to  their  seal)oard  refiner- 
ies. But,  after  allowing  for  these  considerations,  it  is  obvious  that  the 
total  cost  of  shipping  oil  into  Burlington  l)y  way  of  New  London,  with 
a  12-cent  rate  from  that  point,  must  b(^  very  nuich  less  than  the  rail 
charge  from  the  independent  retining  district  of  western  Pennsylvania. 
It  may  be  roughly  estimated  as  about  2o  cents. 

Thus,  on  two  sides,  the  Standard  Oil  Company  has  been  able  to  flank 
its  inland  competitors  in  respect  to  freight  rates  into  Burlington.  By 
the  Norwood  route  it  secured  a  rate  of  15.84  cents  per  hundred  pounds 
from  Olean,  and  from  New  London  a  rate  of  12  cents.  This  rate  of 
12  cents  was  used  in  connection  with  the  flat  rates  on  tank  cars  from 
Burlington  over  the  Central  Vermont,  already  described. 

In  this  connection  the  following  letter  from  Mr.  II.  K.  Kelton,  of  the 
Standard  Oil  Company,  to  the  Central  Vermont  Railway  is  of  interest: 

Koiitiii^s  of  sliipnuMits  from  Now  I^ondon,  Conn. 

2t^  Hkoadway,  New  Vokk,  }farrli  17th,  1904. 
Mr.  J.  K.  Dalkvmim.k, 

f.'.  F.  A.  Crnfm/of  Vt.  ICii.,  St.  Alhous^  Vt. 
I>EAU  Sir:  We  an*  Hjriirin»i;  «»n  liavinj;  for  a  tiint*  sliipjnent.^  to  Hi'thel  and  Mont- 
pelier, Vt.,  from  New  London,  Conn.  These  Hhipnient.*^  of  coursi"  will  be  routeii  via 
the  Central  of  Vermont.  A.s  you  know,  the  combination  rates  via  Burlington  to  these 
two  points  are  lower  than  the  through  rate,  an<l  we  wish  to  know  if  this  combina- 
tion rate  will  1h.»  appliini  if  we  consign  tbe  shijHnents  tbrou;j;b   to  destination.     If 
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not,  it  will  be  necessary  for  us  to  consign  to  the  S.  O.  Co.,  Burlington,  Vt.,  with 
instructions  to  re-consign.    This  will  give  you  an  unnecessary  double  haul. 
Please  advise  promptly,  as  it  is  probable  we  will  begin  shipping  within  a  few  days. 
Yours,  truly, 

H.  E.  Felton. 
5. 

It  will  be  recalled  that  from  Burlington  to  Bethel,  Vt.,  the  Central 
Vermont  has  a  special  nite  of  $45  per  tank  car,  or  say  Ti  cents  per 
hundred  pounds,  and  to  Montpelier  a  rate  of  $36  per  tank  car,  or  H  cents 
per  hundred  pounds.  (See  p.  125.)  The  respective  third-class  rates 
to  these  points,  these  being  the  rates  quoted  in  published  tariffs  as 
applicable  to  oil  in  carloads,  were  23  cents  and  16  cents. 

Bethel  and  Montpelier  are  considerably  south  of  Burlington.  It 
will  be  noted  that  this  letter  contemplates  the  direct  use  of  secret  State 
mtes  on  interstate  business  without  even  going  through  the  formality 
of  re-consignment. 

According  to  representatives  of  the  Standard  Oil  C'ompany,  this 
low  rate  from  New  London  to  Burlington  was  due  to  the  competition 
of  water  tmnsportation  up  the  Hudson  River  and  thence  by  canal  and 
I^ke  Champlain.     This  is  by  no  means  a  satisfactory  explanation. 

There  is  no  such  discrimination  in  favor  of  Burlington  on  lard  and 
linseed  oils  or  on  fifth-class  merchandise,  the  i-ates  from  New  London 
on  such  traffic  lieing  the  same  to  Burlington  as  to  points  farther,  south 
and  away  from  I^ake  Champlain,  like  Barre,  Braintree,  and  Hartford. 

It  is  difficult  to  understand  why  the  argument  of  water  competition 
should  not  apph^  to  a  large  number  of  other  commodities,  particularly 
those  comparatively  low-gnule  articles  which  are  handled  at  the  fifth- 
class  rates.  Indeed,  nuich  fifth-class  merchandise  is  better  suited 
than  petroleum  for  tnins^iortation  by  wat^^r.  As  a  matter  of  fact, 
there  is  some  evidence  to  show  that  the  low  rate  on  oil  from  New 
London  to  Burlington  was  put  in  to  compete  with  the  secret  low  rate 
from  Olean  to  Burlington,  and  was  not  due  to  actual  or  potential 
water  competition. 

Rates  from  Boston  to  Bellows  Falls. — The  lowest  rate  on 
petroleum  oils  from  western  Pennsylvania  points  to  Bellows  Falls  in 
1904  was  23^  cents  per  hundred ])ounds.  The  Boston  and  Maine  Rail- 
road Company,  however,  has  a  rate  of  Hi  cents  from  Boston  to  Bel- 
lows Falls.  The  rate*  from  Fast  Boston  is  13  cents.  I'here  can  hv  no 
doubt  that  the  com})inati()n  of  this  rate  with  the  cost  of  wat4»r  trans- 
portation to  Boston  from  refineries  at  seaboard  is  less  than  the 
rail  charge  of  23^  cents  from  interior  points.  At  the  same  time  the 
Standard  Oil  Company  has  been  able  to  reach  Bellows  Falls  on  secret 
rates  from  Olean  by  way  of  Norwood  for  about  li\  cents  per  hundred 
pounds.  Again,  therefore,  tlu»  Standard  Oil  Company  has  two  routes 
into  Bellows  Falls,  either  of  which  is  nmch  cheaper  than  any  open  to 
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independent  shippers  in  the  interior.  So  far  as  the  rate  of  13  cents 
from  East  Boston  to  Bellows  Falls  is  concerned,  no  objection  can,  per- 
haps, be  made  to  it,  since,  on  the  basis  of  distance,  this  rate  is  not  out 
of  line  with  those  from  western  Pennsylvania  points  into  Bellows  Falls. 
But  in  view  of  the  fact  that  the  Standard  Oil  Company  was  already 
able  to  reach  Bellows  Falls  at  a  less  cost  than  its  competitors  In  the 
interior,  the  glaring  injustice  of  the  action  of  the  Rutland  and  Central 
Vermont  lines  in  giving  that  company  such  extremel}"  discriminatory 
rates  as  those  obtained  over  the  Norwood  route  is  all  the  more  forcibly 
emphasized. 

Section  7.  Secret  and  special  rates  of  New  England  railroads. 

B>'  far  the  most  important  instance  of  the  use  of  secret  rates  on  oil 
in  New  England  was  that  of  rates  on  tank  cars  and  on  less-than-carload 
lots  out  of  Burlington  via  the  Central  Vermont  iiailway.  The 
discriminations  of  that  road  have  aliead>'  been  full}  covered  in  a 
preceding  chapter. 

Special  rates  of  the  New  York,  New^  Haven  and  Hartford. — 
Officials  of  the  New  Haven  s^^stem  wore  emphatic  in  asserting  that  all 
tariffs  of  that  road  were  not  only  published,  but  posted.  An  extensive 
examination  of  the  claim  and  way  billing  records  of  the  company  failed 
to  disclose  local  rates  of  that  road  on  oil  at  variance  with  published 
tariffs,  with  the  exception  of  a  few^  special  rates  pronmlgated  by  the 
Boston  and  Alban}^  in  which  the  New  Haven  system  participated. 
These  rates,  while  not  intended  for  posting,  did  not  appear  to  be  of  a 
discriminatory  character.  A  copy  of  one  of  the  rate  orders  naming 
several  of  these  special  rates  is  shown  on  the  next  page. 
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BOSTON  &  ALBANY  RAILROAD. 

(N.  Y.  C.  &  H.  R.  R.  R.  Co.,  Lessee.) 

SPECIAL  RATE  NOTICE. 

Boston,  Mass.,  January  1,  1905. 


S.  R.  No.  450 


This  numl)er  must  be 
entered  on  way-bill. 

FREIGHT  AGENT,  East  Boston,  Mass. 

Charge  the  following  rates  account  of 
Shippers. 

On  PETROLEUM  AND  PETROLEUM  PRODUCTS  (in  tank  cars) 

From  East  Boston,  Mass. 

To  Framinghaui,  Fayville,  Southboro,  Marllwro,  Northboro,  Ber- 
lin, West  Berlin,  Bolton,  Clinton,  Sterling  Junction,  Pratts  Junc- 
tion, Leominster,  Fitchburg,  Ix)well  and  Concord  Junction, 
Mass.,  via  South  Framingham  and  the  N.  Y.,  N.  H.  &  H.  R.  R. 

Rate  6^  j)er  100  ll>s.,  minimum  weight  maximum  capacity  of  car. 

File  3114 

Expires  December  31,  1905,  unless  sooner  revoke<l. 

MINIMUM  CHARGE. 

If  no  minimum  charge  is  specified  above,  the  minimum 
charge  will  Ihj  in  ac^'ordance  with  the  current  class  rate 
tariff  and  official  classification. 

Agts. 

A.  F.  A. 

F.  S.  H.  (14)  H.  C.  BLOOD, 

NOT  to  Ik?  posted.  Ass't  General  Freight  Agent. 


The  clasfs  rates  to  these  points,  in  other  words  the  published  rates 
applying  to  oil,  ranged  from  7  to  9  cents  per  hundred  pounds. 

Special  kates  of  the  Boston  and  Maine  system. — Investiga- 
tion of  the  records  of  the  Boston  and  Maine  system  disclosed  the 
existence  of  a  number  of  unpublished  rates  on  oil.  These  were  in  the 
form  of  typewritten  special-rat(»  orders  and  in  most  cases  indicated  on 
their  face  that  they  were  to  be  applied  uniformly  on  all  shipments 
regardless  of  who  the  shipper  was.  Some  of  these  rntes,  however, 
specifically  named  certain  shippers  or  consignees.  The  management 
of  the  Boston  and  Maine  system  contended,  howi^ver,  that  thi^  fact 
was  without  significance,  and  that  the  name  of  the  shipper  or  consignee 
had  probably  been  entered  because  the  rate  had  been  asked  for  In*  the 
concerns  named. 
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Among  such  special  rates  was  one  of  40  cents  per  ton  from  Spring- 
field to  Brightwood,  Mass.,  on  oil  in  tank  ears  from  Wileon  Point. 
This  was  original!}^  quoted  to  the  Page-Storm  Drop  Forge  Company. 
Subsequently,  another  rate  order  naming  the  same  rate  was  issued  for 
the  same  haul,  naming  the  Moore  Drop  Forge  Company  as  the  con- 
signee. Another  of  these  special  rates  was  one  of  12^  cents  from 
Beverly  to  Springfield,  Mass.  Beverl}^  it  will  be  recalled,  is  the 
shipping  point  of  the  Gulf  Refining  Company.  Altogether  there 
were  about  thirty  of  these  typewritten  special  rates  on  oil.  A  copy 
of  one  of  these  special-rate  notices  follows: 


BOSTON  <fe  MAINE  RAILROAD. 

8t.  Johnsbury  &  Ij&ke  Chaiiiplain  Railroad. 

Freight  Traffic  Department. 

SPi:CIAL  RATE  NOTICE. 
Agents  will  enter  this 

8.  R.  4/7578 
number  on  wav-bills. 


To 


Agent 
Agent 


given  to 
continue  until 


Roston,  Ma.Hs. 


Cancelled 


Roston,  Mar.  7,  1904. 
Dear  Sir:— The  following  rate  has  been 


Shipi>er  Any  Party 

Consignee  Any  l*arty 

Kind  of  freight  I^ETROi/kI'M  and  PETROLEl'M  PRODUCTS,  in 

tank   cars 
From  Boston,  Mn.s«. 

To  North  Adams,  Mass. 

Quantity  Carloads 

Rate  $535.00  i)er  car  of  not  exceeding  oOOOO  Ihs.  plus 

1  cent  per  100  ll)s.  actual  weight. 
Athy.  No.  -JStiO 

Agent: — See  that  Freight  is  way-hilled  accordingly. 

M.  T.  DONOVAN, 

Freight  Tratti<'  Ahinager,  P,.  .S:  M.  R.  R. 
Ocueral  Freight  Al'ciU,  St.  J.  tM:  L.  C.  R.  R. 


This  special  rate  to  North  Adams  is  particularly  interesting  because 
the  published  rate  of  the  Boston  and  Maine  to  luunerous  other  points 
in  the  vicinity  of  North  Adams,  is  V]  cents  per  hundredweight.  The 
Boston  and  Maine  said  of  this  nite: 

The  rate  to  North  Adams,  Mass.,  as  (iuote<l,  plus  the  H«»stonan<l  Alhany  switching 
charge  from  the  oil  w<»rks  to  their  connection  with  the  P>ostoii  an<l  Maine  Railroad 
just  equals  the  rate  as  made  hy  the  Bost(>n  an<l  Alhany  Railrua«l  from  the  oil  works 
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to  North  Adams,  Mass.,  plus  what  they  would  have  to  pay  the  BovSton  and  Maine 
for  switching  to  the  works  of  the  consignee,  said  consignee  being  located  on  a  side 
track  leading  from  the  Boston  and  Maine  Railroad. 

From  the  above  statement  it  would  appear  that  this  rate  was  put  in 
b}'  the  Boston  and  Maine  to  meet  a  competitive  rate  of  the  Boston  and 
Albany.  As  the  Boston  and  Albany  system  is  controlled  by  the  New 
York  Central,  the  Bureau  has  thus  far  been  unable  to  investigate  its 
records  covering  the  transportation  of  oil. 

It  will  be  observed  that  this  rate  to  North  Adams,  Mass.,  is,  according 
to  the  special  rate  notice,  to  be  applied  to  any  shipper  and  to  an}^  con- 
signee. While  it  is  thus  apparently  not  of  a  discriminatory  character 
in  respect  to  individuals,  it  is  out  of  line  with  rates  to  points  in  the 
immediate  vicinity.  The  particular  objection  to  this  rate,  however, 
is  the  general  one — that  it  is  not  a  published  rate  and  that  a  shipper 
at  a  distant  point  would,  from  an  inspection  of  the  published  tariffs  of 
the  Boston  and  Maine,  have  no  means  of  knowing  of  its  existence. 

It  will  be  noted  that  the  rate  applying  between  Springfield  and 
Brightwood,  Mass.,  although  unimportant  from  the  standpoint  of  dis- 
tance or  the  amount  of  the  charge,  is  really  of  an  interstate  nature 
in  that  it  applies  only  on  oil  shipped  from  Wilson  Point.  The  fact  that 
this  rate  was  limited  to  shipments  from  Wilson  Point  obviously  was  in 
the  nature  of  preferential  treatment  of  Standard  business,  since  the 
Standard  is  the  only  shipper  of  petroleum  from  Wilson  Point. 

In  connection  with  the  assertion  of  officials  of  the  Boston  and  Maine 
system,  that  the  designation  of  shippers  or  consignees  })y  name  did 
not  constitute  discrimination,  it  may  i)e  noted  that  when  the  Moore 
Drop  Forge  Company,  of  Brightwood,  Mass.,  made  a  claim  for  the 
40-cent-per-ton  rate  allowed  the  Page-Storm  Drop  Forge  Company, 
the  freight  traffic  manager  and  the  general  auditor  wrote  the  agent  at 
Springfield  asking  why  he  had  not  used  the  special  rate  on  the  billing. 
This  was  in  the  early  part  of  liH)4,  or  many  months  before  the  investi- 
gation of  the  Bureau  was  commenced.  The  local  agiMit  replied,  in 
letters  dated  March  22  and  May  27,  that  the  special  rate  specified  only 
the  Page-Storm  Drop  Forge  Company.  A  special-rate  notice  was 
promptly  issued  applying  the  same  rate  to  the  Moore  Drop  Forge 
Company.  This  indicat<»s  a  disposition  to  treat  all  consignees  alike, 
and  the  freight  traffic  manager  of  the  Boston  and  Maine  stat(»d  that  he 
would  give  any  consignee  of  fuel  oil  at  Brightwoo<l  the  same  rate.  The 
twocompanies  mentioned,  hesaid,  were  the  only  concerns  at  Brightwood 
receiving  fuel  oil  in  tank  cars.  In  the  case  of  shipments  from  Beverly  to 
the  Springfield  (laslight  Company,  the  original  rate  of  12^  cents  merely 
read  as  from  Beverly,  and  would  thus  ostensibly  i)e  open  to  all  shippers. 
When  this  special  rate  was  reduced  to  l(>i  cents,  however,  the  rate 
was  made  applicable,  on  its  face,  only  to  shipments  by  the  (iulf  Refin- 
ing Company.     The  Gulf  Refining  Company  is  the  only  shipper  of 


170  TRANSPORTATION   OF   PETROLEUM. 

petroleum  oil  from  Beverly.  Representatives  of  the  Boston  and  Maine 
contended  that  there  was  no  signiticance  whatever  in  the  form  of  any  of 
these  rates,  and  that  they  would  have  been  open  to  any  other  shipper 
of  the  same  products  from  Beverh. 

Special  rate  of  the  Maine  Central. — A  special  rate  over  the 
Maine  Central  Railroad,  which  is  controlled  by  the  Boston  and  Maine 
Railroad  Company,  was  applied  from  Portland,  Me.,  to  Oakland^  Me., 
on  shipments  of  oil  originating  at  East  Boston.  The  rate  in  this  case 
was  7i  cents  per  hundred  pounds.  In  connection  with  a  claim  of  the 
Standard  Oil  Company  against  the  Boston  and  Maine  Railroad  for  this 
rate,  the  general  freight  agent  of  the  Maine  Central  wrote  to  the 
general  auditor  of  the  Boston  and  Maine  as  follows: 

The  Standard  Oil  Company  are  to  send  in  nonie  freight  bills  for  claim  on  account 
of  overcharge  on  fuel  oil  from  Portland  to  Oakland,  shipments  billed  to  the  Dunn 
Edge  Tool  Company,  freight  charges  prepaid.  When  the  freight  bills  are  received 
you  may  adjust  freight  charges  on  cars  which  move  between  February  4  and  Feb- 
ruary 26,  1903,  on  the  basis  of  7}  cents  per  hundre<.l  pounds.  For  all  shipments  made 
prior  to  February  4  and  since  February  26  the  correct  rate  to  bill  is  11 J  cents. 

The  special  rate  was,  however,  granted  at  a  later  period.  On 
December  4,  1903,  the  general  freight  agent  of  the  Maine  Central 
Kailroad  wrote  to  the  Boston  and  Maine  as  follows: 

It  will  be  necessary  for  us  to  reduce  charges  on  these  shipments  to  base  of  7^  cents 
per  hundred  pounds,  Portland  to  Oakland,  Me. 

On  this,  in  pencil,  was  the  following  notation: 

Special  rate  9879,  material  and  supplies  for  Dunn  Edge  Tool  Company,  Portland 
to  Oakland,  7A  cents  L.  C.  L. 

This  7i-cent  rate  is  what  is  known  as  a  manufacturer's  rate;  that  is, 
a  rate  applying  on  materials  and  supplies  used  by  manufacturers.  It  is 
a  practice  of  some  eastern  railroads  to  include  oil  under  the  heading 
of  manufacturers' supplies  in  the  promulgation  of  such  manufacturers" 
mtes. 

Section  8.  Absorption  of  switching  charges. 

Kastern  railroads  make  a  general  ])ractice  of  *''ai)Sorbing-"'  swit^'hing 
charges  on  oil,  as  well  as  on  other  commodities,  when  the  switching 
service  is  on  traffic  which  is  regarded  as  of  a  competitive  chai*acter. 
Absorption  of  switcliing  merely  means  that  the  railroad  which 
gets  th(^  haul  pays  the  switching  charges  of  other  lines  at  point  of 
origin  or  destination  out  of  its  regular  rate.  A  vast  amount  of  switch- 
ing is  thus  al)sori)e(l  by  the  New  Kngland  roads  in  connection  with  all 
trallic,  and  since,  generally  spt^iking,  there  appears  to  he  no  discrimi- 
nation of  importance'  in  this  r(\<pect,  on  oil  shipments  this  matter  calls 
for  little  discussion.  A  rather  noteworthy  case  of  such  absorption, 
however,  was  discovered  in  the  case  of  th(^  New  York,  New  Haven 
and   Hartford  liailroad  Company.     It  appears  that  during  January, 
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1902,  this  road  reversed  its  position  in  the  matter  of  absorption  of 
switching  charges  on  petroleum  oil  shipped  by  the  Standard  Oil  Com- 
pany.* This  is  brought  out  b}'  correspondence  found  in  the  course  of 
the  investigation  of  that  road. 

On  January  30,  1902,  the  general  freight  agent  of  the  New  Haven 
system  wrote  Mr.  H.  E.  Felton,  traffic  manager  of  the  Standard  Oil 
Company,  as  follows : 

>'ew  Haven,  Conn.,  January  ,iO,  1902. 
Mr.  H.  E,  Felton, 

No.  f€  Broad  way,  New  York^  X,  Y. 

Dear  Sir:  Yours  of  the  29th  inst.  absorption  of  switching  charges.  Your 
understanding  is  the  same  as  ours,  viz,  all  switching  charges  of  foreign  roads  on  oil 
shipments  over  the  N.  Y.,  N.  H.  &  H.  R.  R,  System  by  your  company  are  to  be 
aV>sorl)ed  up  to  and  including  Dec.  31,  1901. 

From  Januar}'  1,  1902,  to  and  including  January  31st,  1902,  said  switching  shall 
Ix?  l)ome  one-half  by  your  company  and  one-half  by  our  company.     From  February 
1st,   1902,  said  switching  shall  be  borne  entirely  "by  the  N.  Y.,  N.  II.  &  H.  R.  R. 
System.     Instructions  have  been  given  to  our  agents  accordingly. 
Yours,  truly, 

a,  k  A. 
C.  T.  M.  10-20-1903. 

On  the  same  date  instructions  were  sent  to  various  local  freight 
agents  of  the  New  Haven  System,  reversing  the  previous  policy  of  the 
road  in  regard  to  switching  absorptions.  This  is  shown  by  the  fol- 
lowing letter: 

Personal.]  New  Havkn,  Conn.,  ./^f>i«//r// ,?(?,  /.Wi'. 
Freight  agenta: 

Springfield  (Hartfonl  Div.),  Mass.  South  Frainingham,  Mass. 

Springfield  (Highland  I)i v.),      **  Worcester,  *' 

State  Line,  "  Fitchburg, 

Pittsfield,  ''  Marlboro, 

Westtield,  •'  Clinton, 

Hartford,  Conn.  Willimantic,               Conn. 

Win.«<te<l,  "  New  lx)ndon,                  " 

Canaan,  *'  Norwich.                         ** 

FileO 
(jkntlemen:  See  our  letter  of  I)e<*eniber  31st,  advising  that  iH'ginning  January  1st, 
1902,  you  would  not  alworb  any  connecting  line  switching  charges  on  oil  billed  from 
Wilson  Point  or  F^st  Provi<lenct». 

It  has  l)een  deenunl  advisable  to  <hange  this  practice;  therefore,  commencing  Feb- 
ruary 1st,  you  u'iU  absorb  all  dt»stination  switching  on  oil  billtMl  from  Wilson  i*oint 
or  YjM^i  I*rovidence. 

Please  arrange  to  pay  these  switching  charges  and  make  claim  for  rt»lief,  through 
our  freight  claim  agent,  in  the  regular  way. 

Yours,  truly,  , 

(i.  F.  A. 

From  the  fact  that  these  instructions  to  agents  wi^re  marked  |mm- 
sonal  and,  from  the  genenil  t(»nor  of  the  letter,  it  would  appear  that 
some  special  consideration  liad  influenced  the  New  Haven  System  ia  its 
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change  of  policy.  That  these  absorptions  applied  only  to  oil  billed 
from  Wilson  Point  and  from  East  Providence  is  clearly  indicative  of 
discrimination  in  favor  of  the  Standard  Oil  Company,  since  it  is  the 
only  shipper  from  these  points. 

Section  9.  Summary  as  to  New  England. 

From  the  facts  presented  it  is  apparent  that  the  Standard  Oil  Com- 
pany has  a  verv  great  natural  advantage  over  its  inland  competitors 
in  reaching  the  numerous  important  cities  on  or  near  the  coast  of 
Now  England,  but  that  this  advantage  has  been  increased  by  the  arbi- 
trary action  of  several  New  England  roads  in  refusing  to  name  through 
rates  on  petroleum  oil,  as  they  do  in  the  case  of  other  commodities. 
Again,  there  has  been  discrimination  even  in  the  adjustment  of  the 
local  rat<»s  from  coast  points  alone.  It  has  been  shown  that  the 
(iulf  Retining  Company,  at  Beverly,  is  at  a  distinct  disadvantage  in 
respect  to  rates  to  some  points,  as  compared  with  the  Standard  Oil 
Company  at  F^ast  Boston.  In  the  case  of  Vermont,  the  independent 
is  discriminated  against  at  almost  every  point.  By  reason  of  the 
secret  com})ination  of  rates  into  Burlington  the  Standard  Oil  Com- 
pany was  able  to  reach  that  point  at  an  enormous  advantage  over  it*< 
competitors,  and,  having  reached  it,  had  a  still  further  advantage  by 
reason  of  secret  and  discriminatory  rates  on  the  distribution  of  its  oil 
to  surrounding  towns.  It  is  apparent,  therefore,  that  the  dominating 
position  of  the  Standard  Oil  Company  in  the  New  Fingland  market 
is  due  only  in  part  to  its  natural  advanttiges  and  to  a  very  considerable 
oxt(Mit  to  arbitrary  discriminations  in  rates  })y  New  England  railroads. 

II.    RATES  ON  PETROLEUM  TO  POINTS  IN  THE  SOUTH  ATLANTIC 

STATES. 

Section  10.  Eates  to  points  on  the  coast. 

The  competition  of  water  transi)()rtation  phiys  an  important  part  in 
the  adjustment  of  freight  rates  on  jx^troleuni  oil  to  the  large  sealx>ard 
cities  of  the  South  Atlantic  States.  The  regular  steamship  lines 
handle  illuminating  oil  in  barrels  to  a  considerable  extent,  particu- 
larly from  Baltimore,  and  on. a  smaller  scale  from  Philadelphia.  From 
the  latter  port  illuminating  oil  does  not  appear  to  be  shipped  in  quan- 
tity by  connuercial  steamship  lines  to  points  south  of  Norfolk,  Va., 
although  lubricating  oils  are  tak<Mi  to  more  southern  ])orts.  A  more 
important  factor  than  these  regular  steamship  lines,  however,  in  the  sea- 
board oil  rate  situation  is  the  extensive  use  of  tank  vessels  ])v  the  Stand- 
ard Oil  Company.  It  may  be  estimated  that  oil  can  ])e  transported 
in  this  manner  on  the  extensive  scale  pra<tic(Hl  i)v  the  Standard 
from  Philadelphia  to  piactically  any  South  Atlantic  coast  point  for  not 
over  one-half  cent  per  gallon,  or,  say,  S  cents  |)(U-  hundred  pounds, 
this  covering  not  only  the  actual  cost  of  operation,  but  an  allowance 
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for  depreciation  and  interest  on  investment.  The  Standard  Oil  Com- 
pany is  the  only  refiner  at  the  present  time  operating  tank  vessels*  to 
South  Atlantic  port^.  It  follows,  therefore,  that  the  Standard  has  a 
natural  advantage  on  such  shipments,  even  over  the  few  independent 
refiners  located  on  the  .seaboard. 

As  compared  with  competitors  wholl}^  dependent  upon  rail  facili- 
ties, its  advantage  is  far  greater.  The  railroads  have  in  part  met 
the  competition  of  water  carriers  between  coast  points.  This  is 
especially  true  in  the  ca>;e  of  i-ates  from  Baltimore  to  Virginia 
points,  like  Norfolk  and  Manchester,  where  the  i-ailroad  rate  on  petro- 
leum is  the  same  as  that  of  the  regular  commercial  steamship  lines; 
but  on  rates  to  the  more  southern  ports  water  competition  has  had 
less  effect  on  railroad  tariffs. 

Moreover,  the  open  charges  of  the  commercial  steamship  lines  to 
these  southern  points  are  much  greater  than  the  actual  cost  to  the  Stand- 
ard Oil  Companv.  Thus  the  water  rate  from  Baltimore  to  Charles- 
ton, S.  C,  and  Jacksonville,  Fla.,  is  18  cents  per  hundred  pounds, 
and  to  Savannah  15  cents,  or,  roughly,  about  twice  the  estimated 
cost  to  the  Standard  Oil  Company  in  its  own  tank  vessels.  The  follow- 
ing table  compares  the  railroad  rates  on  oil  to  various  South  Atlantic 
coast  cities  from  Philadelphia,  Baltimore,  and  Pittsburg,  and  the 
water  rates  from  Baltimore  and  Philadelphia,  where  such  are  available: 

COMPARISON  OF  RAIL  RATP>;  AND  RATF:S  BY  COMMERCIAL  WATFR  CARRIKRS  FROM 
PHILADELPHIA.  BALTIMORE,  AND  I'lTTSBURtJ  TO  CITIH^  ON  THE  SOUTH  ATLANTIC 
COAST,  1904. 

[RHtej<  in  cents  \>er  hundred  iKUindx.) 


Riiilroud  mte«.  Water  rates. 


To- 


Frora  Phila-        From  From        From  Phila-        From 

delphia.       Baltimore.  ■  Pittsburg:.       delphia.       Baltimore. 


Onttt.        .  .(Vntif.      ']  CfHtft.  0/i/«.        ,       Cents. 

Norfolk 14  9  20J                     14  |                    9 

Wilmington 24  20  !               31i                 «1S   

Charleston 29i  20  '                34i 1>S 

Savannah 29i|  22                  :i6k 1-^ 

Jarkwnvllle 3.'>J  '29                  434 '                 IH 


^  'J  Applies  to  Inhricatint;  oils  only. 

From  the  alx)ve  table  it  is  apparent  that  Baltimore  is  the  principal 
shipping  point  from  which  the  railroads  have  met  water  competition 
to  any  marked  degree,  except  in  the  case  of  shipments  from  Philadel- 
phia to  Norfolk.  The  only  refiner}'  at  Baltimore,  however,  is  that  of 
the  Standard  Oil  Company;  consequently  that  company  is  the  princi- 
pal beneficiary  of  any  low  railroad  rates  from  that  jjoint.  There  are  a 
few  jobl)er8  in  refined  oils  at  Baltimore,  but  as  these  obtain  their  supply 
by  rail  from  interior  refineries  they  are  at  a  distinct  disadvantage  as 
compared  with  the  Standard  Oil  Company,  even  on  the  Viasisof  v^AVv^'eA 
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nites.  But,  an  already  emphasized,  the  Standard  Oil  Company  can  reach 
the  more  southern  seaboard  cities  by  its  tank  vessels  at  considerably 
less  than  either  the  water  rates  or  the  competitive  railroad  mtes.  The 
only  heavy  rail  shipments  by  the  Standard  to  these  seaboard  cities  are 
from  Philadelphia  and  Baltimore  to  Virginia  points,  particularly 
Manchester  and  Norfolk,  Manchester  being  just  opposite  Uicbmond. 
Small  shipments  are  made  to  more  southern  coast  points,  but  generally 
speaking  those  south  of  Norfolk  are  served  by  the  Standard  Oil  Com- 
pany })y  water  with  its  own  vessels. 

The  disadvantage  of  competing  refiners  at  Philadelphia,  dependent 
ujwjn  rail  transportation,  is  clearl}'  brought  out. 

Thus,  to  Wilmington,  N.  C.  the  rail  rate  from  Philadelphia  was  24 
cents  per  hundred  pounds;  to  Savannah,  2J>i  cents,  and  to  Jacksonville, 
35^  cents,  whereas  the  cost  to  the  Standard  Oil  Company  probably  does 
not  exceed  8  cents  per  hundred  pounds  to  any  of  these  points.  The 
rail  rate  of  14  centos  from  Philadelphia  to  Norfolk  is  the  same  as  the 
water  rate,  but  as  there  is  a  J^-cent  rate  from  Baltimore,  w^here  the 
Standard  Oil  Company  alono  has  a  refinery,  this  still  leaves  the  Phila- 
delphia refiner  at  a  disadvantage. 

The  rates  from  Pittsburg  to  these  coast  cities  are  naturally  higher 
than  those  from  Philadelphia,  and  nites  from  Marietta  are  decidedly 
higher  than  those  from  Pittsburg. 

It  is  not  intended  to  suggest  that  these  rates  are  especially  discriuiina- 
tory,  with  the  exception,  perhaps,  of  some  of  those  from  Mariettti  aod 
Pitts})urg.  On  the  contrary,  the  advantage  of  the  Standard  Oil  Com- 
pany to  these  si)cciHc  coast  points  is  V(MT  largely  a  natural  one,  due  to  its 
supeiior  facilities  and  great  resources.  It  is  apparent,  nevertheless, 
that  in  these  large  consuming  markets  on  the  South  Atlantic  seai)oard 
the  StJindard  Oil  Company  has  a  decided  advantage  over  any  of  its 
competitors. 

Section  11.  Eates  to  the  interior  from  the  Standard's  coast  supply  stations. 
It  would  naturally  be  supposed  that  the  Standard  Oil  Company 
would  reach  a  large  portion  of  South  Atlantic  territory  from  it.s  dis- 
tributing plants  on  the  coast,  as  it  does  in  the  casi^  of  Nj^w  P^ngland, 
but  this  is  not  the  case.  Its  slii|)nients  inland  from  its  southern  dis- 
tributing plants  ('xtcnd  over  but  a  comparatively  narrow  strip  of  ter- 
ritory, and  inst«'ad,  a  large  portion  of  these  South  Atlantic  States  has 
i)een  servt'd  from  its  great  refinery  at  Whiting.  The  ai)ility  of  the 
Standard  Oil  C-ompany  to  ship  oil  by  rail  this  great  distance  to  better 
advantage  than  from  its  coast  stations  was  due  to  highly  discriminat- 
ing secret  ratcvs  in  favor  of  th(»  Whiting  relinerv,  and  particularly  to 
certain  late  combinations  by  way  of  Grand  Junction,  Tenn.,  alxiut 
M)  miles  east  of  Memphis.  Thes(*  combinations  are  fully  discussed  in 
Clinptcr  V7.     .Vs  a  result  of  the  discviuiinatoi\v  rates  in  favor  of  the 
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Whiting  plant  cities  as  far  east  as  Atlanta  obtained  their  oil  from  the 
retinery  there  instead  of  from  seaboard  points  like  Savannah  and 
Wilmington. 

Thus,  in  December,  1904:,  thirty-one  cars  of  oil  were  shipped  to 
Atlanta  from  Whiting  and  ten  cars  to  Macon,  Ga.,  whereas  an  exami- 
nation of  the  records  of  the  Southern  Railway  and  the  Atlantic  Coast 
Line,  the  principal  systems  in  this  territory,  showed  practicall}^  no 
shipments  to  these  points  from  the  Standard  Oil  Company's  distribut- 
ing plants  on  the  coast.  This  statement  refers  to  shipments  in  carload 
lots.  A  considerable  amount  of  oil  is  shipped  in  less  than  carload 
lots  from  seaboard  points  and  also  from  Richmond  and  Haltimore.  A 
comparison  of  rates  on  oil  from  Whiting  with  those  from  Wilmington, 
Charleston,  and  Savannah  to  representative  points  in  the  South 
Atlantic  States  in  1904  is  given  in  the  following  table: 

COMPARISON  OF  OIL  RATES  FROM  WHITING.  IND..  AND  FROM  LEADING  SOUTH 
ATLANTIC  COAST  PORTS  TO  VARIOUS  SOl'THERN  POINTS.  1904. 

[Ratt'M  In  cents  per  hundrod  pounds.] 


AH^ny,  Ga 

Americ'ua.  Ga 

A^hevillf.  N.C 

A thenn,  Ga 

Atlanta.  Ga 

AUKU!«ta.  Ga 

Charlotte.  N.  C 

Chark-!4ton,  S.  C 

C<»lumbia,  S.  C 

Eufaula,  Ala 

Gainesville.  Ga I 

Greenville.  S.  C 

JackMin,  <ia 1 

I^grange.  (Ja 

Maeon.  Ga ' 

Marietta,  Ga 

Raleigh.  N.  C i 

Savannah.  Ga 

SjtartanburK.  S.  (' 

Vald«>f<ta.  (ia j 

Wilmington.  N.  C 

WInMton-Salem,  N.  C 


Fnini 
Whiting. 

49.8 

49.8 

M.  5 

:^.5 

33. 2 

•M). '» 

42.  2.") 

44.25 

42. 2 

37.3 

51.2 

52.1 

4H.  t; 

47.  H 

3.5.2 

51.25 

45 

44.25 

52. 1 

61.25 

42 

46.25 


Fn»ni  From  From 

CharU*»<ton.    Savannah.    Wilmington. 


3() 
:« 
35 
3.3 
33 
12 


21 

:«  ; 

;33   ! 

.30 

•M\ 

46 

30   i 

42 

32 

17 

28.5 

29 

16   ' 

32 


30 
33 
40 
33 
33 
12 
25 
17 
21 
:i3 
33 
.30 
36 
45 
30 
42 
3^1 


28.5  I 

•20    . 
34 


32 

:i5 

38 

33 

33 

12 

22 

16 

21 

3:» 

33 

30 

45 

46 

30 

45 

18 

20 

28.5 

31 


21 


The  distances  from  Whiting  to  most  points  named  in  the  above 
table  range  from  about  700  to  900  miles,  whereas  the  distances  from 
the  most  favorabl}^  located  coast  station  to  the  same  points  range* 
from  about  100  to  800  miles.  In  other  words,  Whiting  is,  roughly 
speaking,  three  or  four  times  as  distant  from  most  of  these  markets  as 
are  the  coast  stations.  From  this  table  it  is  apparent  at  once  that  the 
rates  from  Whiting  are  not  only  relatively  much  lower  than  the.  vvv<.<i^^ 
inland  from  the  seaboard  distributing  poinls,  bwl  iWl  \\v^ \oq.A  visX.^^ 
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up  from  the  coast  are  in  themselves  high — sometimes  almost  equal  in 
absolute  amount  to  the  mtes  from  Whiting. 

Thus  to  Atlanta  the  rate  from  Whiting,  by  reason  of  the  discrimi- 
natory YSite  via  Gmnd  Junction,  was  only  33.2  cents,  or  but  0.2  cent 
more  than  the  local  rail  rate  up  from  Charleston,  Savannah,  or  Wil- 
mington. Adding  to  the  rate  from  the  coast  the  cost  of  delivering 
oil  ])y  water  to  these  points,  already  estimated  at  about  8  cents  per 
hundred  pounds,  it  will  be  seen  that  Whiting  had  a  distinct  advantage 
over  the  seaboard  route  in  the  total  cost.  In  the  case  of  Macon,  the 
Whiting  rate  was  only  5. -2  cents  higher  than  the  rates  from  the  three 
coast  points  mentioned,  so  that  after  allowing  for  the  cost  of  water 
delivery  to  the  coast  stations.  Whiting  had  an  actual  advantage  in 
freight  rates.     The  same  holds  true  of  man}'  other  points. 

In  the  case  of  Augusta,  the  coast  rates  are  much  lower  than  those 
to  neighboring  points  like  Atlanta.  This  is  due  to  the  fact  that  it  is 
possible  to  ship  oil  up  the  Savannah  River  from  Savannah  to  Augusta. 
In  a  few  other  cases  it  will  be  noted  that  the  mtes  from  Whiting  are 
very  high,  as  for  instance  in  the  casi^  of  Valdosta,  where  the  charge  is 
Gli  cents.  But  in  such  cases  there  is  a  more  favorable  coast  local. 
Thus,  from  Savannah  tiie  rate  to  V^aldosta  is  but  20  cents. 

Whatever  the  explanation  for  these  high  rates  up  from  theseacoast 
may  be,  it  will  be  seen  that  they  did  not  prevent  the  Standard  Oil 
Company  from  reaching  the  territory  affected.  On  the  contitiry  the 
Standard  reached  this  territory  on  a  very  favorable  i>asis  from  Whiting 
because  of  the  extremely  discriminatory  rates  from  that  point  by  way 
of  Grand  Junction.  On  the  other  hand  th(*se  high  locals  up  from  the 
coast  obviously  would  and  did  largely  shut  out  competitive  refiners  in 
the  Kast,  who  were  dependent  upon  conunercial  steamiship  lines  to 
reach  the  principal  seaboard  cities. 

The  sum  of  the  charges  of  such  water  carriers  and  the  local  rail 
rates  to  the  inland  points  would  place  a  shipper  compelled  to  use  them 
at  a  hopeless  disadvantage  as  against  the  Whiting-Ciiand  Junction 
route,  which  until  recently  was  employed  by  the  Standard  Oil 
Company. 

Were  all  the  rates  into  the  South  open,  it  would  be  somewhat  diffi- 
cult to  understand  this  adjustment  of  tariffs  from  the  coast.  It  w^ould 
seem  that  the  southern  railroads  should  be  as  willing  to  make  low  nitos 
from  the  seaboard  as  from  interior  points,  and  that  this  would  also  l)e 
satisfactory  to  the  Standard  Oil  Company.  The  leal  explanation  of 
the  situation  lies  in  the  secret  low  rates  from  Whiting. 

Section  12.  Advantage  of  Whiting  over  Pennsylvania  refining  points. 

Although  Whiting  is  thus  able  to  reach  these  distant  markets  in  the 
South  at  a  transportation  cost  more  favorai)le  than  that  obtainable  by 
usiii^  water  fra/isportation  in  couucctiou  with  local  mtes  inland  from 
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the  coast,  the  independent  refiners  at  Philadelphia,  Pittsburg,  and  in 
the  on  City  district  are  virtually  excluded  from  this  territory;  and 
this  despite  the  fact  that  the  distance  from  them  to  a  large  part  of  this 
South  Atlantic  territory  is  considerably  less  than  from  Whiting. 

This  is  brought  out  by  the  following  table,  comparing  rates  on  oil 
from  Whiting  to  southern  points  with  those  from  the  Pittsburg  and 
Oil  City  district  and  from  Philadelphia: 

COMPARISON  OF  OIL  RATES   FROM    WHITING  AND   FROM   PHILADELPHIA   AND 
PITTSBURG  a  TO  POINTS  IN  SOUTH  ATLANTIC  STATES.  1904. 

[RHten  in  cents  per  hundred  i»ounds.] 


To- 


I     From 
Whiting. 


Albany,Ga 49.8 

Americus 49. 8 

Aiheville,  N.  C \  53.5 

AthenH,Ga ..j  36.5 

AtlanU 33.2 

Aug:u>tH 1  36.5 

Charlotte.  N.  C 42. 25 

Columbia,  S.C 42.2 

Eufaula,  Ala 37.3 

GaincHViUe,  Ga 1  51.2 

Greenville.S.C  ....  52.1 


From         From 
Philadel-      Pitts- 
phia.     I  burg,  etc. 


57 

60 

57.5 

51.5 

51.5 

39 

45. 5 

53. 5 

51.5 

60 

60.5 


To- 


From 
Whiting. 


From    I     From 
Philadel-      Pitts- 
phia.      burg,  etc. 


Jackson, Ga 48.6 

Lagrange 47. 8 

Macon 35. 2 

Marietta 51.25 

Opelika,Ala :^.4 

Raleigh,  N.C 45 

Spartanburg,  S.  C  52. 1 

Valdosta.Ga 61.25 

Winston  -Salem, 

N.C 46.25 


68  I 

54 

37  I 
54  ' 
52] 

87  I 


66.5 
65.5 
51.5 
61.5 
51.5 
41.5 
60.5 
51 

41.5 


a  Rates  from  Pittsburg  also  apply  from  Oil  City,  Warren,  and  other  western  Pennsylvania  iK»ints. 

It  will  be  seen  from  the  above  ta})lo  that  whereas  Whiting  oi)tiuned  a 
rate  of  33.2  cents  per  hundred  pounds  to  Atlanta,  Ga.,  the  rate  from 
Pittsburg  and  the  Oil  City  district  was  5 1  i  cents,  and  that  from  Philadel- 
phia 54  cents.  In  the  case  of  Macon,  Ga.,  the  independent  refiners  of 
western  Pennsylvania  were  charged  51^  cents,  and  those  at  Philadelphia 
53  cents,  as  against  a  rate  of  35.2  cents  per  hundred  pounds  from 
Whiting.  To  Americus,  (Ja.,  Whiting  took  a  rate  of  4i).8  cents  per 
hundred  pounds,  Pittsburg  a  rate  of  ♦►()  cents  per  hundred  pounds,  and 
Philadelphia  a  rate  of  54  cents  per  hundred  pounds.  In  the  case  of 
Charlotte,  N.  C,  Pitts])urg  had  a  vato  of  45^  cents  per  hundred  pounds 
as  compared  with  a  rate  of  42J  cent^^  per  hundred  j)ounds  from  Whiting, 
but  in  this  case  there  is  a  nite  of  34  cents  per  hundred  pounds  from 
Baltimore,  where  the  SUmdard  Oil  Company  has  a  refinery  and  where 
there  is  no  indeixMident  retinerv.  Similarly,  in  the  case  of  lialeigh, 
N.  C,  Pitts])uighas  a  rate  of  4ii  cents  jwr  hundred  pounds  and  Phila- 
delphia a  rate  of  37  cents  as  again.>t  45  cents  per  hundred  pounds  from 
Whiting,  !)ut  the  rate  from  Haltimore  is  but  30  cent.s  per  hundred 
pounds.  Substantially  the  same  condition  obtains  in  the  case  of 
Winston-Salem. 


2848f>— <MJ- 
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To  Valdostii  Pittsburg  has  an  apparent  advantage  over  Whiting,  this 
being  one  of  the  few  exceptions.  But  the  Standard  Oil  Compan\'  can 
reach  Valdosta  at  a  still  lower  cost  either  from  the  coast  or  from  Bal- 
timore. In  the  case  of  an  independent  refiner  at  Marietta,  just  across 
the  river  from  Parkersburg,  the  arrangement  of  mtes  is  jsucli  a^  to 
prevent  shipments  to  distant  points  in  the  South,  the  territory  of  the 
Marietta  refinery  toward  the  South  being  mainlj'  confined  to  West 
V  irginia. 

These  rates  are  representative  of  the  situation  in  the  South  Atlantic 
States.  It  will  be  seen,  therefore,  that  to  a  ver^-  large  area  Whiting 
had  a  lower  rate  than  those  obtained  by  independent  refiners  in  the 
East,  and  that  in  a  few  cases  where  these  refiners  appear  to  have  an 
advantage  the  Standard  Oil  Company  is  able  to  compete  on  more  favor- 
able terms,  because  of  the  fact  that  it  has  a  refinery  at  Baltimore,  or 
because  of  its  water  transportation  facilities.  The  advantage  of  the 
Standard  on  shipments  from  Baltimore,  or  from  anv  point  which  it 
reaches  by  water,  is  largely  a  natural  advantage.  The  railroads  might, 
however,  be  expected  to  reduce  their  rates  somewhat  from  western 
Pennsylvania  to  enable  that  section  to  compete  on  more  nearly  equal 
terms  with  the  Standard's  Baltimore  plant.  Certainly,  there  seems 
no  sufficient  reason  why,  on  hauls  so  long  as  those  into  the  South 
Atlantic  States,  Philadelphia  should,  in  all  cases,  pay  as  much  as  4^ 
cents  per  hundred  more  than  Baltimore,  the  diflFerence  in  distance 
being  only  95  miles.  The  advantage  of  Whiting  over  Pittsburg  and 
Philadelphia  on  shipments  to  the  South  Atlantic  Coast  States  is 
extremely  unfair.  The  advantages  ol)tained  by  the  Standard  Oil  Com- 
pany on  its  shipments  from  Whiting  to  other  parts  of  the  South  are 
fully  discussed  elsewhere. 
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CHAFrER  IV. 
NOETH  CENTEAL  STATES. 

Section  1.  General  conditions  of  oil  transportation. 

The  present  chapter  has  to  do  with  rates  on  oil  in  the  territory  of 
the  Central  Freight  Association.  This  territory  includes,  substan- 
tially, the  North  Central  States  of  Ohio,  Indiana,  and  Michigan,  with 
western  New  York  and  Pennsylvania,  and  a  large  part  of  Illinois.  It 
is  desirable  to  consider  the  mtes  in  this  territor}- separately  from  those 
farther  west  for  the  reason  that  the  rates  west  from  Chicago  are  for 
the  most  part  made  by  railroads  entirely  distinct  from  those  east  of 
Chicago. 

The  territory  of  the  Central  Freight  Association  is  ))ounded  on  the 
east  by  a  line  drawn  from  Buffalo  through  the  Pennsylvania  oil  regions 
to  Pittsburg,  on  the  south  by  the  Ohio  River,  and  on  the  west  by  a  line 
between  Chicago  and  East  Burlington,  111.,  and  ])y  the  Mississippi 
River.  A  large  proportion  of  the  transportation  of  oil  in  this  territory 
is  performed  by  two  great  railroad  systems,  each  of  which  traverses 
the  larger  part  of  this  section.  Thus,  the  Pennsylvania  system  reaches 
most  of  the  retineries  in  this  entire  territory,  including  those  of  Buffalo, 
northwestern  Pennsylvania,  Pittsburg,  Cleveland,  Toledo,  Lima,  and 
Whiting.  It  reaches  also  the  leading  gateways  into  the  vSouth  and  West. 
The  same  is  true  in  considerable  measure  of  the  group  of  railroads  con- 
trolled by  the  New  York  Central  interests,  including  the  Lake  Shore  and 
Michigan  Southern,  the  Big  Four  (Cleveland,  Cincinnati,  Chicago,  and 
St.  Ijouis),  the  Michigan  Central,  and  the  Lake  Erie  and  Western.  Some 
of  the  lines  in  the  western  part  of  the  Central  Freight  Association 
territory,  however,  are  under  sei>arate  control  from  those  which  serve 
the  rest  of  the  territory.  They  run  from  Chicago  south  and  south- 
west, the  Chicago  and  Eastern  Illinois  and  the  Illinois  Central  being 
the  most  important  with  respect  to  oil  transportation. 

The  general  conditions  of  {petroleum  transiX)rtation  in  the  Central 
Freight  Association  territory  may  be  better  appreciated  by  the  accom- 
panying map,  which  shows  the  refining  points  of  the  Standard  Oil 
Company  and  its  competitors,  respectively,  and  the  leading  points  of 
consumption  and  distri])ution  of  oil.  No  attempt  has  been  made  to 
show  the  numerous  railroad  lines. 

It  will  be  seen  that  tiie  Standard  Oil  Company  has  several  impor- 
tant retineries  in  this  territory.  Its  refineries  at  Buffalo,  Franklin, 
and  Pittsburg  are  similar  in  geographical  location  to  those  o(  vv  W\^v^ 
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number  of  competitors  in  western  Pennsylvania.  Because,  however. 
the  Standard  has  a  far  larger  plant  at  Whiting,  Ind.,  and  others  at 
Lima  and  Cleveland,  Ohio,  these  more  easterly  refineries  of  that  com- 
pany ship  but  a  con>paratively  small  part  of  their  output  toward  the 
west,  so  that  they  are  relatively  less  affected  by  the  mte  adjustment  in 
the  Central  Freight  Association  territory  than  are  the  refinerieij  of  the 
independent  interests.  The  largest  of  the  retiueries  of  the  Standard 
Oil  Company  in  this  territory  is  at  Franklin,  Pa.  Here  the  Standard 
produces  a  large  quantit\^  of  highly  valuable  lubricating  oils  used  prin- 
cipally b}'  railroads.  These  are  distributed  all  over  the  United  States 
and  very  large  shipments  are  made  toward  the  west.  This  refinery  and 
that  at  Pittsburg  also  ship  considerable  quantities  of  gasoline  toward 
the  west  for  reasons  already  mentioned  in  Chapter  I  of  this  report. 
Furthermore,  they  ship  westward  considerable  quantities  of  illumi- 
nating oil,  but  this  is  largely  of  fancy  grades.  The  shipments  of  more 
valuable  commodities  like  lubricating  oils,  gasoline,  and  the  fancy 
brands  of  illuminating  oil  are  less  affected  by  the  relatively  high  f  i*eight 
rates  prevailing  westward  from  this  territory  than  shipments  of  oils  of 
lower  grade  would  be.  Independent  refiners  of  western  Pennsylvania, 
on  the  other  hand,  not  having  plants  farther  to  the  west  from  which 
to  supply  this  territory,  make  relatively  large  shipments  of  all  classes 
of  petroleum  products  into  Central  Freight  Association  territory,  and 
by  C-entral  Freight  Association  lines  to  points  farther  west,  as  well  as 
to  some  extent  to  points  in  the  South. 

The  Standard  Oil  Company  has  also  two  retineries  of  considerable 
importance  in  Ohio,  at  Cleveland  and  Lima,  both  in  the  same  general 
territory jn  which  soveral  important  competing  retineries  are  situated. 
So  far  as  has  been  ascertained  by  the  Hureau,  these  two  retineries  of 
the  Standard  Oil  Company  have  in  general  no  special  advantage  in 
rates  over  th(»  independent  retineries  of  Ohio.  Their  output  is,  how- 
ever, very  nmeh  smaller  than  that  of  the  great  retinery  at  Whiting; 
and  theysupplv,  for  th(»  most  part,  only  a  limited  area,  including  most 
of  Ohio,  eastern  Michigan,  western  Indiana,  and  a  small  part  of  Ken- 
tucky, with  a  U'w  outlying  points.  On  the  other  hand,  the  independ- 
ent n»tin<M-ies  of  Oiiio,  having  no  other  plants  from  which  to  supply 
their  markets,  would,  if  rates  pcMinitted,  ship  frequently  to  long 
distanc(\s  and  into  the  territory  chietly  supplied  by  th(»  Standard  Oil 
Company  from  Whiting.  On  such  shij)meiits,  h()W(»ver,  they  are  in 
general  at  a  great  disjidvantage  as  compared  with  the  Standard's 
Whiting  plant,  from  which  highly  favorable  rates  are  made  i)v  the 
railroads  in  all  directions. 

Some  of  the  most  important  rate  adjustmcMits  on  petroleum  produ<-ts 
in  Central  Freigiit  Association  territory  aic*  also  discussed  in  the 
chapt(»rs  on  the  Southern.  Southwestern,  and  N()rthw(\stern  States, 
rosprct'i voh\  for  the  reason  that  they  are  of  special   importance   in 
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relation  to  shipments  passing  from  Central  Freight  Association  lines 
into  these  sections  of  the  country.  This  statement  refers  particularly 
to  the  rates  from  eastern  refining  points  to  the  western  gateways  like 
Chicago  and  East  St.  Louis,  and  to  the  Ohio  River  gateways  like 
Cincinnati,  Louisville,  and  Evansville,  as  compared  with  the  rates 
from  Whiting. 

The  present  chapter  is  chiefly  concerned  with  the  relative  rates  from 
independent  refining  points  like  Toledo,  ('leveland,  and  Pittsburg, 
on  the  one  hand,  and  from  Whiting,  on  the  other  hand,  to  points  in 
Michigan,  Indiana,  and  Illinois,  and  to  Ohio  River  gateways.  The 
Whiting  refinery  is  just  outside  of  the  city  limits  of  Chicago,  and  2 
miles  east  of  the  Indiana-Illinois  state  line. 

The  discriminations  in  favor  of  Whiting  in  this  territory,  so  far  as 
discovered  by  the  Bureau,  are  mostly  made  in  the  open  published 
rates  of  the  railroads,  which  are  relatively  lower  from  Whiting  than 
from  competing  refining  points.  A  few  of  the  Whiting  rates,  how- 
ever, are  secret  or  semisecret. 

It  is  not  thought  necessary  to  discuss  in  detail  the  rates  from  Stand- 
ard and  competitive  refineries  to  Ohio  ix>ints  near  at  hand.  The 
distances  are  so  short  that  railroad  rates  are  a  matter  of  much  less 
importance  than  in  most  other  sections  of  the  Central  Freight  Asso- 
ciation territory. 

I.  COMPABISON    OF    BATES    FROM    WHITING    EAST    AND    FROM 
COMPETING  BEFINEBIES  WEST  TO  INTEBMEDIATE  POINTS. 

The  general  disparity'  between  the  rates  from  Whiting  and  the  rates 
from  competitive  refineries  into  Central  Freight  Association  territory 
may  perhaps  l>e  most  conspicuously  illustrated  by  comparing  the  rates 
on  particular  railway  lines,  east^  from  W^hiting  and  west  from  com- 
peting refining  points,  to  intermediate  towns. 

Section  2.  Lake  Shore  and  Michigan  Southern  Railway. 

The  Lake  Shore  and  Michigan  Southern  Railway  reaches  both  Whit- 
ing and  Toledo.  The  rates  from  Whiting  to  Toledo  and  intermediate 
points  on  its  linos  have  been  relatively  much  lower  than  the  nites  from 
Toledo  to  Whiting  and  intermediate  points.  The  table  on  page  182 
shows  the  rates  and  distances  to  such  points  from  Whiting  and  from 
Toledo. 
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COMPARISON  OF  OIL  RATES  ON  THE  LAKE  SHORE  AND  MICHIGAN  SOUTHERN  RAILWAY 
FROM  WHITING  AND  FROM  TOLEDO  TO  INTERMEDIATE  POINTS,  1904. 


From  Whiting. 


From  Toledo. 


Rate  per  ton  per 
mile. 


I  Rate  per 

Distance,  hundred  Distance. 

I  pounds. 


Miles. 


Whiting  (also  Chicago) . 

Lftporte.  Ind 

South  Bend,  Ind 

Elkhart,  Ind 


Air  line. 

Goahen.  Ind 

Kendall ville.  Ind 

Waterloo,  Ind 

Bryan.  Ohio 

Wau.seon,  Ohio 

Toledo,  Ohio 


Cents. 


95 

5 

126  1 

8 

139 

8 

IM 

9 

186 

10 

218  1 

10 

MUes. 
218 
4i  176 

5  149 

6  '  134 

123 
92 
79 
M  I 
32  ' 


Rate  per      «^_ 
hundred  wluw 
pounds.  r^*""«- 


Old  line. 


Sturgis,  Mich  .... 
Jonesville,  Mich  . 
Hillsdale,  Mich.. 

Adrian.  Mich 

Toledo,  Ohio 


115 
15(5 
161 
194 
227 


Cen  9. 
12 
12 
12 
11 

11 
84 
7* 
7i 
H 


Cents. 


2.143 
1.449  ! 
1.190  , 


From 
Toledo. 


Cents. 
1.101 
1.363 
1.610 
1.641 


112 
71 
66 
33 


loi: 

8 

8  ^ 
6i' 


1.063 

1.788 

L269 

1.847 

1.151 

1.898 

1.098 

2.777 

1.075 

3.437 

.917 

1     Q01 

1  tt?i^ 

1.154 
1.118 
1.031 


2.25S 
2.424 
3.989 


It  will  be  seen  that  the  rate  from  Whiting  to  Toledo  was  lower  by  2 
cents  per  hundred  pounds,  or  one-sixth,  than  the  rate  from  Toledo  to 
Whiting  (or  Chicago).  The  same  or  a  greater  disparity  prevailed  as  to 
intermediate  points.^  For  example,  Goshen  and  Elkhart,  Ind., are  towns 
of  considerable  importjince,  respectively  30  per  cent  and  60  per  cent 
farther  from  Toledo  than  from  Whiting.  Both  have  taken  a  rate  of  5 
cents  from  Whiting  and  a  rate  of  11  cents  from  Toledo.  The  disparit3^ 
in  the  rates  per  ton  per  mile,  as  shown  in  the  table,  is  conspicuous. 
In  comparing  rates  per  ton  per  mile  it  should  be  remem})ered  that  such 
rates  are  regularly  higher  for  short^^r  than  for  longer  distances.  The 
rates  from  Whiting,  downward,  should  therefore  be  compared  with 
the  rates  from  Toledo  upward.  It  will  be  seen  that  in  every  case  the 
rates  from  Whiting  have  })cen  decidedly  lower  per  ton  per  mile  than 
those  from  Tohnlo  for  similar  distances. 

These  ditiorences  in  I'ates  may  be  better  illustrated  by  the  following 
table,  whicli  is  based  on  selected  points  in  the  preceding  table,  and 
which  simply  shows  the  rates  for  distances  as  nearly  comparable  as 
possible. 
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COMPARISON  OF  RATES  FOR  SIMILAR  DISTAXCES  ON  THE  LAKE  SHORE  AND  MICHIGAN 

SOUTHERN  RAILWAY,  1904. 


From  Whiting. 

From  Toledo. 

Distance. 

Rate  per 
hundred 
pound.s. 

Distance. 

1 

Rate  per 
hundred 
I>ounds. 

Miles. 

Cfnts. 

Miles.    , 

Cents. 

42 

44 

33  , 

6i 

69 

5 

66, 

8 

84 

5 

79 

7i 

115 

8 

112 

lOi 

139 

H 

1»4 

11 

l&i 

9 

149  ' 

12 

186 

10 

176 

1 

12 

In  every  case  the  rates  from  Whiting  are  from  2  to  3  cents  lower 
than  the  rates  from  Toledo  for  shorter  distances. 

The  above  table  is  based  on  the  rates  in  force  from  1900  to  1905, 
inclusive.  Early  in  1906  the  rates  from  Whiting  were  advanced,  and 
they  are  now  more  nearly  on  a  level  with  those  from  Toledo. 

The  former  disparity  is  shown  in  another  way  by  comparing  the  oil 
rates  with  the  fifth-class  rates,  as  is  done  in  the  following  table: 

COMPARISON  OF  OIL  RATF^S  AND  FIFTH-CLASS  RATF^  FROM  WHITING  AND  FROM 
TOLEDO  TO  INTERMEDIATE  POINTS  ON  THE  LAKE  SHORE  AND  MICHIGAN  SOUTHERN 
RAILWAY.  1901. 

[RatcH  in  cents  i)cr  hun<lre<l  pounds.] 


From  WhitinpT. 


From  Tolfdo. 


To— 


Oil 
mtc. 


Fiftli- 
cla.ss 
rate. 


oil 
nite 

below 
fifth 

dasjH. 


Whitinif  (Chicago) 

Laporte.  Ind 4i  8  8i, 

South  Bend.  I nd 5  \^  4 

Elkhart.  Ind 5  9  4 

Airline.  j 

< Joj*hen.  Ind 5  9  4 

Kendallville,  Ind s  lOi  2i 

Waterloo,  Ind s  lo;  •.»» 

Br>'an,  Ohio 9-  12  3 

Wauseon,  Ohio lu  13  ;i 

Old  lint  .  I 

SturKiM.  Mich x  loi  2i 

JoneKville,  Mich 9  11 ;  2i 

HilUidale.  Mich '.»  Hi  2i 

Adrian.  Mich •  lu  13  \i 

TohMio,  Ohio 10  13  3 


Oil 
rate. 


oil  rate— 
Fifth- 

cla.s.»<     Above    Bcl<»\v 
rate.       Hfth        tifth 
class.      clas.»i. 


12  13    1 

12  Hi  i 

12  11  1    

11  .  lOi  i  

I 
11  10  1    

8i  9    i 

7i  H4 1 

7i  7i 

5'  »)i 1 

lOi  10  i  

s  s    

h  7i  i 


Advantage 
of  WhitInK 

over 
Toledo  on  a 
coniiiarison 
with  fifth- 
class  rates. 


4 
6 
4* 


3 


3 
2i 
3 
3 


"(V>mi»are<l  with  rate  Toltnlo  to  WhitinR. 
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It  will  be  8een  that  in  every  case  the  oil  rates  from  Whiting  are  from 
2i  cents  to  4  cents  per  hundred  pounds  less  than  the  fifth-class  rates, 
while  the  oil  rates  from  Toledo  are  in  some  cases  higher  than  the  fifth- 
class  rates,  and  in  no  case  more  than  1  cent  lower.  The  advantage  of 
Whiting  over  Toledo,  as  measured  by  comparison  of  class  rates,  varies 
from  li  cents  to  5  cents  per  hundred  pounds. 

Section  3.  Pennsylvania  Lines. 

Similar  thougli  somewhat  less  marked  disparities  appear  when  the 
rates  of  the  Pennsylvania  Lines  from  Whiting  east  and  from  Pitts- 
burg west  to  intermediate  points  are  compared.  The  Pennsylvania 
lines  do  not  name  commodity  rates  on  oil  from  Whiting  farther  east 
than  Bucyrus,  Ohio.  The  Standard  Oil  Company  has  little  occasion  to 
ship  from  Whiting  to  points  farther  east,  since  it  naturally  supplies 
them  from  its  Lima  and  Cleveland  refineries. 

The  following  table  shows  the  rates  from  Whiting  and  from  Pitts- 
burg to  the  leading  intermediate  points,  with  the  distances  and  rates 
per  ton  per  mile: 

COMPARISON  OF  OIL  RATES  ON   PENNSYLVANIA  LINES  FROM  WHITING  AND   FROM 
PITTSBURG  TO  INTERMEDIATE  POINl^. 


From  Whitinjf.     |    From  Pit tubursf.       Rate  ^Mon  per 


I  Rate  per ,  Rate  per  1     p-om    '     From 

Distance,  hundred  Distance,   hundred  wkuJ^^  im^I^v 
I  I  pounds.  pounds.    ^^  hitlng.  Plttrtwuf . 


Whiting 

Valparaiso,  Ind 

Plymouth.  Ind 

Warsaw,  Ind 

Fort  Wayne.  Ind 

Vnn  Wert,  Ohio 

Lima.  Ohio 

Upl>er  Sandusky.  Ohio. 

Bucyrus.  Ohio 

Crestline.  Ohio 

MansHeld.  Ohio 

W(H>sler.  Ohio 

Orrville.  Ohio 

Alliance.  Ohio 

Salem.  Ohio 

Pittsburg.  Pa 


CM.      ! 

Crnli*. 

Miles. 

Crnts.     \ 

events.    1 

lymts. 

1 

451 
424 

19i. 

I9i; 

2.963 

0.865 

'27 

4 

.919 

67 

4i 

:v<4 

1H4 

1.343 

.963 

92  1 

.«) 

IV)9 

18 

1.087  ! 

1.002 

131  ' 

H 

320 

lU 

1.221 

.906 

na 

9 

2H.S ; 

14i' 

1.104  1 

1.007 

191 

10 

260 

m 

1.047  1 

.961 

234 

10 

217   ; 

12i 

.Sh^  1 

1.152 

•2.=H)  ' 

10  j 

201 

12i 

.800 

1.243 

•2Va    . 

l.Kh 

11    . 

1.170 

27r»    . 

13.^) 

10    . 

9i  . 

1.142 

316    . 

1.407 

327    . 

124 
70 

1.451 

'M\S    . 

1 

1.M07 

SSI    1 

2.142 

l.'il 

19i  . 

i 

The  clearest  idea  of  the  relations  between  the.se  rat(»s  may  he  obtained 
by  readinjj:  the  nites  from  Whitinj^  downward  and  those  from  Pitts- 
burg upward.  It  will  be  seen  that  for  eorrespondincj  distances  the 
nites  per  ton  per  mile  from  Whiting  are  in  every  case  lower  than  the 
rates  from  Pittsburg,  and  in  some  cases  considerably  lower. 
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The  differences  may  be  more  clearly  seen  by  the  following  table, 
which  is  based  on  selected  points  in  the  preceding  table,  and  compares 
the  rates  for  distances  as  nearly  similar  as  possible: 

COMPARISON  OF  RATES  FOR  SIMILAR  DISTANCES. 


From  W 

hiting. 

Rate  per 
hundred 
pounds. 

From  Pittsburg. 

Distance. 

DiHtance. 

Rate  per 
hundred 
pounds. 

Miles, 

anu. 

Mitfb. 

OenU, 

67 

U 

70 

n 

92 

5 

S3 

74 

131 

8 

124 

9 

163 

9 

175 

10 

191 

10 

188    , 

11 

284 

10 

217 

124 

250 

10 

260 

124 

In  every  case  the  rates  from  Whiting  are  from  1  to  3  cents  lower 
than  the  rates  from  Pittsburg  to  distances  approximately  the  same. 

The  same  disparities  are  brought  out  in  another  way,  by  comparison 
of  the  oil  rates  with  fifth-class  rates: 

COMPARISON    OF    QIL   RATES    AND    FIFTH-CLASS    RATES    FROM    WHITING    AND    FROM 
PITTSBURG  TO  INTERMEDIATE  POINTS  ON  THE  PENNSYLVANIA  LINES. 

[Rates  in  centK  per  hundred  pounds.] 


From  Whiting. 

To-  Fifth-  rate 

*;■;.        <-ltt.sK  U-low 

"'^*-       rate.  fifth 

I  elasN. 

Whiting 

Valparaiso,  Ind 4  74  34 

Plymouth,  Ind 44  9  44 

Warsaw.  Ind 5  9  4  1 

Fort  Wayne,  Ind h  104  24, 

Van  Wert,  Ohio 9^         12  3 

Lima,  Ohio 10  13  3' 

Upper  SanduHky,  Ohio 10  13  3 

Bucynij*.  Ohio 10  14,  4 

CreKtllne.  Ohio 

Mansfield.  Ohio 

WooHter,  Ohio 

Orrville.  Ohio ' 

AlllamH?,  Ohio 

Salem.  Ohio 

Pittuburg.Pa 19i  IH  U 
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It  will  be  s(MMi  that  oil  rates  from  Whiting  east  on  the  line  of  the 
Pennsylvania  system  are  from  2i  cents  to  4^  cents  less  than  the  fifth- 
class  rates.     On  the  other  hand,  in  a  number  oi  ea^^s\\\^  vv\T'eL\K^^\\vv«v 
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Pittsburg  west  are  from  one-half  cent  to  2  cents  higher  than  the  fifth- 
class  rates,  and  in  no  case  are  they  more  than  1^  cents  below  the  fifth  class 
rates.  The  advantage  of  Whiting  over  Pittsburg  in  oil  rates  as  com- 
pared with  fifth-class  rates  ranges  from  H  cents  to  6  cents  per  100 
pounds.  These  differences  are  conspicuously  shown  on  the  accom- 
panying diagram. 

The  two  lines  in  the  diagram  beginning  at  the  lower  left-hand  corner 
show,  respectively,  the  oil  rate  and  the  fifth-class  rate  from  Whiting 
east,  the  distances  frcwu  Whiting  being  shown  at  the  bottom  of  the 
diagram.  The  oil  rate  is  uniformly  below  the  fifth-class  rate.  The 
lines  beginning  at  the  lower  right-hand  corner  show  the  rates  from 
Pittsburg,  the  distances  west  from  Pittsburg  appearing  at  the  top  of 
the  diagram.  The  line  of  the  oil  rate  is  close  to  that  of  the  fifth-class 
rate  until  a  distance  a  little  more  than  300  miles  from  Pittsburg  is 
reached.  It  should  be  noted  that  in  Central  Ohio  Pittsburg  would  be 
in  any  case  at  a  disadvanUige  as  against  the  Lima,  Toledo,  and  Cleve- 
land refineries  of  the  Standard  and  the  iiidependents.  When,  how- 
ever, Chicago  is  approached  the  oil  rates  from  Pittsburg  rise  to  1^  or 
2  ceuts  above  the  class  rates. 

Section  4.  Injustice  of  rate  adjnstinent. 

There  can  be  no  justification  of  the  differences  shown  in  the  preced- 
ing sections  between  rates  from  Whiting  and  rates  from  points  where 
competing  refineries  are  established.  It  is  not  contended  that  rates 
should  })e  in  exact  proportion  to  distance  or  that  oil  rates  should  in 
every  case  })e  the  same  as  or  exactly  parallel  to  class  rates;  but  the 
general  principle  on  which  special  commodity  rates  arc  made— that  of 
putting  c()mp<»ting  producers  on  an  equality  would  certainly  not 
justify  the  practice  of  systematically  exacting  a  higher  charge,  rela- 
tively, from  eastern  retinoiies  than  from  western  relineries  on  ship- 
ments to  intermediate  points. 

It  may  be  ui'ged  that  the  Whiting  retineiy  is  at  some  disadvanUige 
with  respect  to  this  territory,  because  it  has  topi])e  its  rrude  westward 
and  tiien  ship  the  rctincd  product  back  toward  the  east.  As  a  matter 
of  fact,  however,  the  difference  l^etwtHMi  the  cost  of  piping  crude  oil 
from  the  Indiana  Held  to  Whiting  and  the  cost  of  i)iping  it  from  the 
Lima  Held  to  Toledo,  or  even  the  cost  of  obtaining  crude  oil  at  Pitts- 
burg, is  less  than  tiie  disparity  in  the  freight  ratcvs. 

By  reason  of  the  lower  cost  of  pipe-line  transportation  as  compared 
with  rail.  Whiting  has  a  natural  advantage  over  eastern  points  in  sup- 
plying the  entire  West,  and  licence  eastern  refiners  ought  not  to  he 
robbed  of  tiie  advantage  which  their  location  would  naturally  give 
them  in  neighboring  territory.  It  would  be  the  lational  policy  of  the 
railroads  starving  th<^se  eastern  retineries  to  l)uil(l  them  up  and  so  to 
i;jcrease  the  traffic  they  can  furnish.  This  rational  policy  would  in 
jmrt/culnr  socm  to  demand  that  t\\e  v^Wvowds  ^WnM  ^i^^ve  relatively 
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low  mtes  from  points  like  Toledo  and  Cleveland  to  Chicago,  and  so 
j*ecure  long  hauls  on  oil  for  that  great  market,  instead  of  helping  the 
Standard  Oil  Company  to  supply  it  exclusively  from  nearby  Whiting. 
The  policy  of  the  Pennsylvania  lines,  as  illustrated  by  the  dii^i'am,  is 
strikingly  inconsistent  with  the  general  practice  of  railroads  in  making 
commodity  rates.  Precisely  as  the  railroad  draws  near  to  the  great 
refinery  at  Whiting,  it  raises  its  oil  rates  from  Pittsburg  above  fifth- 
class  rates,  although  to  nearer  points  the  oil  rates  are  the  same  aj^,  or 
lower  than,  the  class  rates.  This  relative  increase  of  the  oil  rate  tends 
to  increase  the  disadvantage  of  the  eastern  refineries  in  competition 
with  the  Whiting  plant  in  respect  to  the  Chicago  market  and  to  the 
markets  of  the  great  western  territor}'  beyond.  This  adjustment 
tends  to  destroy  the  Pennsylvania's  oil  traffic.  It  drives  business  to  a 
plant  at  the  very  end  of  its  lines  instead  of  cultivating  that  of  plants 
which  would  furnish  the  railroad  long  hauls.  The  proper  application 
of  the  principle  of  commodity  rates,  which  is  to  lessen  the  natural 
inequalities  of  competition,  would  reduce  the  oil  rate  from  Pittsburg 
to  Chicago  materially  ))elow  the  fifth-class  rates.  This  unreasonable 
adjustment  of  the  westward  rates  on  oil,  which  prevails  also  with 
respect  to  East  St.  Louis  and  other  western  gateways,  is  also  dis- 
cussed in  the  chapter  on  the  Western  States  (see  p.  227). 

II.    COMPARISON    OF    RATES    FROM  WHITING  AND    FROM    COM- 
PETING REFINING  POINTS  TO  OHIO  RIVER  CROSSINGS. 

The  large  cities  along  the  Ohio  River  are  exceedinglv  important  in 
respect  to  the  oil  traffic,  not  only  })ecause  they  are  themselves  very 
large  markets,  l)ut  because  they  are,  according  to  the  practice  which 
excludes  through  rates  across  the  river  in  most  in^tances.  the  gateways 
to  the  South.  The  total  rates  from  the  leading  refining  points  to 
southern  territory  by  way  of  Ohio  River  crossings  are  more  fully  dis- 
cussed in  Chapter  VI. 

Section  5.  Comparison  of  rates  and  distances. 

The  great  refinery  of  the  Standard  Oil  Company  at  Whiting  is  some- 
what })ett(»r  placed  with  regard  to  the  leading  Ohio  River  cities  than 
are  the  refineries  of  its  competitors.  Whiting  is  almost  equidistant 
from  Cincinnati,  Louisville,  and  P^vansville,  whereas  Louisville  is  con- 
siderably farther  from  Toledo,  Cleveland,  and  Pittsburg  than  Cincin- 
nati is,  and  Kvansville  still  farther  than  Louisville.  This  natural 
advantage  which  Whiting  enjoys  is  enhanced  by  unreasonable  rate 
adjustments. 

The  following  table  compares  the  rates  from  Whiting  with  the 
rates  from  the  leading  independent  refining  |)oints — Toledo,  Cleveland, 
'*ittsburg,  and  Oil  City  (the  last  generally  taking  the  same  rates  as  all 

*^  other  western  Pennsylvania  refineries) — to  Cincinnati,  Louisville,, 
P^vansville.     The  rates  from  Rochesl^ir,  wWYii  Wv^ '6\a.w^'«>xvi^'\ 
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Company  has  a  great  lubricating  plant,  are  also  shown.  The  lubri- 
cating oil  produced  at  Roi'hester  is  largely  of  high  grade,  and  is  dis- 
tributed widely  over  the  United  States.  The  rates  shown  in  the  table 
are  still  in  effect,  except  that  from  Whiting  to  Evansville,  which  since 
December  1,  1905,  has  been  11  cents.  Cairo  rates  are  not  shown,  as 
this  gatewa}^  would  not  naturally  be  much  used  by  eastern  refiners, 
while  it  is  not  of  itself  an  important  market. 

COMPARISON  OF  RATES  FROM  WHITING  AND  ROCHESTER  AND   FROM   PRINCIPAL 
COMPETING  POINTS  TO  OHIO  RIVER  CROSSINGS. 

[Rates  in  cents  per  hundred  pounds  or  per  ton  per  mile.] 
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"  Wbiting  di8t*\n('es  <'om[nited  from  Chicago. 

'»To  north  side  of  river.  On  shipments  to  Louisville  proper  a  bridge  toll  of  one-half  cent  perhun- 
dre<l  jMuinds  is  a<lde<l.  but  <»n  through  shipments  the  soutnem  lines  Hl)s<>rb  this  charge.  No  bridge 
toll  is  ad(le<i  on  shipments  from  the  other  points  to  l^ouisville  proper. 

♦•Kate  in  effect  to  December  1,  1905;  now  11  ceni<*. 

These  comparative  rates  and  distanees  are  also  shown  on  the  three 
accompany in((  maps. 

The  published  rate  from  Whiting  to  all  Ohio  River  crossings  has 
long  heen  11  cents  per  1(H>  pounds,  hut,  as  is  stated  more  fully  in  Chap- 
ter VI,  the  Standard  Oil  ComjMny  has  until  recently  enjoyed  a  secret 
rate  of  S\  cents  from  Whiting  to  Evansville,  both  on  oil  for  local  use 
and  on  oil  destined  south  of  the  river;  indeed,  on  oil  destined  to  cer- 
tain points  in  the  South,  the  rate  from  Whiting  to  F^vansville  wa8  for 
y(\irs  only  0  cents. 
Toledo  and  Cleveland,  which  arc  cous\Av^t\\\A\  w^vwv^^y  Vo  Cxwavunati 
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than  Whiting  is,  pay  onl}'  one-half  cent  and  1  cent  less  than  the  rate 
from  Whiting,  while  Pittsburg,  which  is  only  18  miles  farther  from 
Cincinnati  than  Whiting  is,  pays  a  rate  3  cents  higher.  This  latter 
rate,  however,  applies  also  from  other  Pennsylvania  refineries,  some 
of  which  are  decidedly  more  distant. 

The  Standard  refinery  at  Lima,  which  is  considerably  nearer,  even, 
than  Toledo,  pays  the  same  rates  as  Toledo  to  Ohio  River  crossings; 
but  the  Standard  Oil  Company  does  not  ship  largely  to  any  of  these 
points  from  Lima,  but  chiefly  from  Whiting.  Findlay,  however,  is  an 
important  independent  refining  point,  which  also,  though  nearer  than 
Toledo,  takes  the  same  rates  to  the  Ohio  River. 

The  rates  to  Louisville  are  more  disproportionate  than  those  to  Cin- 
cinnati. The  difference  between  Whiting  and  Toledo  in  the  distance 
to  Louisville,  31  miles,  is  not  sufficient  to  justify  any  difference  in 
rates  on  so  long  a  haul;  yet  Toledo  pays  3^  cents  per  100  pounds  more 
than  Whiting.  For  a  difference  of  11  per  cent  in  distance  there  is 
a  difference  of  32  per  cent  in  the  rate.  The  rates  from  the  other  inde- 
pendent refining  points  are  almost  equally  disproportionate. 

The  secret  low  rate  of  8i  cents  from  Whiting  to  Evansville  has  given 
the  Standard  Oil  Company  an  especial  advantage  over  its  competitors 
in  shipments  to  and  through  that  cit3\  The  distance  from  Toledo  to 
Evansville,  for  example,  is  only  33  per  cent  greater  than  the  distance 
from  Whiting  to  Evansville,  but  the  rate  is  more  than  80  per  cent 
greater.  Cleveland  is  only  about  li  times  fartheraway  than  Whiting, 
but  the  Cleveland  rate  is  more  than  double  the  Whiting  rate.  • 

The  differences  in  rates  to  Ohio  River  crossings  may  be  more  clearlv 
grasped  by  comparing  the  rates  per  ton  per  mile,  as  shown  in  the 
above  table.  In  making  this  comparison  it  should  be  remembered 
that  rates  i>er  ton  per  mile  are  normally  somewhat  higher  on  shorter 
than  on  longer  distances.  The  opposite  is  true  in  most  of  the  oil  rates 
under  discussion.  The  oil  mt^s  from  Toledo,  Cleveland,  and  Pitts- 
burg to  Cincinnati  and  Louisville  are  from  about  12  per  cent  to  about 
25  per  cent  higher  per  ton  per  mile  than  the  rates  from  Whiting. 
The  rates  from  Oil  Citv  are  approximately  the  same  i>er  mile  as  those 
from  Whiting,  but  Oil  City  is  so  much  farther  distant  that  it  would 
l>e  expected  to  take  a  lower  rate  per  mile.  The  rates  from  Toledo, 
Cleveland,  and  Pittsburg  to  Evansville  are  from  about  35  per  cent  to 
nearly  50  per  cent  higher  per  ton  per  mile  than  the  rates  from  Whit- 
ing, and  in  this  case  even  Oil  City  takes  rates  one-third  higher. 

That  these  disparities  are  not  bastxl  upon  any  general  principles  of 
rate-making  is  seen  when  comparison  is  made  also  with  the  rates  from 
Rochester,  another  Standard  Oil  Company  shipping  point.  The  Roch- 
ester rates  to  this  territory  are  only  2  cents  above  those  from  Pitts- 
burg and  Oil  City,  although  the  distance  is  much  greater,  and  the 
rates  per  ton  per  mile  are  in  general  very  much  lower  thaw  t\\Q^^l\Qvss. 
the  competing  refining  points. 
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Section  6.  Comparison  with  fifth-class  rates. 

The  unreasonableness  of  the  rate  adjustment  on  shipments  from 
Whiting  and  from  competing  refining  points  to  Ohio  River  cities  is 
further  shown  by  comparison  with  fifth-class  rates.  Class  rates  show 
the  normal  relations  which  railroads  consider  proper  as  between 
competing  points  of  origin  where  no  peculiar  grounds  for  other 
adjustments  exist.  As  has  been  repeatedly  stated,  it  is  not  here 
contended  that  oil  rates  should  in  every  case  be  strictly  parallel  with 
fifth-class  rates.  But  in  the  present  case  the  general  principles  of 
commodit}^  rate-making  would  seem  to  demand  that  if  there  should  be 
any  departure  f i-om  the  general  parallelism  with  fifth-class  mtes  it 
should  be  in  the  opposite  direction  from  that  in  which  the  actual 
departure  has  been  made.  In  the  following  table  the  comparison  of 
oil  and  fifth-class  rates  is  presented: 

COMPARISON  OF  OIL  RATES  AND  FIFTH-CLASS  RATES  FROM  WHITING  AND  FROM  TOLEDO, 
CLEVELAND,  PITTSBURG,  OIL  CITY,  AND  MARIETTA  TO  OHIO  RIVER  CROSSINGS. 
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It  will  be  seen  that  the  oil  rates  from  Whiting  to  Ohio  River  cross- 
ings are  from  4  cents  to  6i  cents  less  than  the  tifth-class  rates  to  the 
same  points.  On  the  other  hand,  the  oil  rates  from  competing  refining 
points  are  much  more  nearly  equal  to  the  tifth-elass  rates,  and  in  some 
cases  are  actually  higher.  The  tifth-class  i-ates  from  Whiting,  Cleve- 
land, and  Toledo  to  Louisville  are  the  same — IB  cents — as  might  be 
exj^ected  from  the  approximate  equality  of  distance;  but  on  oil  the 
rate  is  only  11  cents  from  Whiting,  while  it  is  14i  cents  from  Toledo 
and  15  cents  from  Cleveland.  The  disparity  is  particular!}-  marked 
in  the  case  of  Pittsburg  and  Oil  City.  These  points  and  Whiting 
take  the  same  rate  on  tifth-class  commodities  to  Cincinnati,  but  the}' 
have  to  pa}-  8  cents  more  on  oil.  On  shipments  to  Louisville,  Pitts- 
burg and  Oil  City  pay  only  2  cents  per  hundred  pounds  niore  on 
tifth-class  commodities  than  Whiting,  but  on  oil  they  pay  8  cents  more. 

The  gist  of  these  comparisons  is  shown  in  the  last  column  of  the 
table,  which  indicates  the  advantiige  which  Whiting  enjoys  over 
competing  refining  points  as  measured  by  comparison  with  fifth-class 
rates.  This  column  is  computed  by  adding  to  the  amount  by  which 
the  Whiting  oil  rates  falls  below  the  fifth-class  rate  the  amount  by 
which  the  oil  rate  from  an  independent  shipping  point  exceeds  the 
corresponding  fifth-class  mte;  or,  in  cases  where  both  oil  rates  fall 
below  the  fifth-class  rates,  by  subtracting  these  differences.  The  advan - 
tage  of  Whiting  on  oil  rates  as  measured  by  comparison  with  fifth- 
class  rates  ranges  from  1  cent  to  as  much  as  8J  cents  per  bundled 
pounds. 

Section  7.  Injustice  of  rate  adjustment. 

It  requires  little  argument  to  show  that  the  rate  adjustment  on  oil 
from  northern  refineries  to  Ohio  River  crossings  is  unreasonable  and 
contrary  to  the  general  principles  of  rate  making.  Were  there  no 
special  consideration  to  })e  taken  into  account  one  would  expect  the 
oil  mtes  to  be  ])anillel  to  the  fifth  class  rates,  in  which  case  they  would 
be  much  more  favomble  to  independent  refining  jxjints  like  Toledo, 
Clevelatid,  and  Pittsburg  than  they  actually  are.  If,  however,  resort 
l)e  had  to  the  principle  of  putting  competing  producers  more  nearly  on 
an  equality,  the  conunodity  rates  on  oil  to  Ohio  River  crossings  from 
Toledo,  Cleveland,  and  Pittsburg,  as  compared  with  Whiting,  would 
be  even  more  favorable  than  the  class  rates.  For  example,  on  this 
principle  of  nitc -making  one  would  expect  not  only  to  find  Toledo  and 
Cleveland  given  rates  to  Louisville  precisely  the  same  as  from  Whit- 
ing, which  is  substantially  true  of  class  rates;  but  also  that  they  should 
be  given  rates  on  oil  to  Evansville  not  very  much  higher  than  the  nite 
from  Whiting  to  Kvansville  despite  their  greater  distance.  One 
would  also  expect  Pittsburg  to  be  given  a  mte  on  oil  to  I»uisville 
practically  the  same  as  the  rate  from  Whiting  to  Louisville.  des\}a<? 
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the  ditference  in  distance.  When  the  Standard  Oil  Company,  ship- 
ping from  Whiting,  a  shorter  distance,  to  Evanssvnlle  and  Louisville, 
is  given  rates  lower  per  mile  than  the  rates  from  the  more  distant 
refining  points  of  its  competitors,  the  practice  is  directly  contrary  to 
the  general  principle  of  commodit}^  rates. 

Nor  can  it  be  contended  that  these  disparities  in  oil  rates  are  difficult 
of  control,  on  the  ground  that  the  rates  from  Whiting  and  from  other 
refining  points  are  made  by  different  lines.  This  is  true  with  respect 
to  Evansville;  but  it  is  not  true  with  respect  to  Cincinnati  and  Louis- 
ville, both  of  which  are  reached  by  important  railways,  like  the 
Pennsylvania  and  the  Big  Four,  from  Whiting  on  the  one  hand  and 
from  Toledo,  Cleveland,  and  Pittsburg  on  the  other  hand.  Even  the 
Cincinnati,  Hamilton  and  l)a3'ton  participates  with  the  Monon  io 
making  rates  from  Whiting  relatively  much  low^er  than  from  refineries 
on  its  own  tracks  at  Toledo  and  Lima,  thereby  depleting  its  own  reve- 
nues. The  result  is  that  Cincinnati  is  chiefly  supplied  with  oil  from 
Whiting,  and  the  same  is  true  largely  of  Dayton,  Hamilton,  and  other 
points  in  southwestern  Ohio  to  which  the  same  rate  of  11  cents  from 
Whiting  applies.  So  far  as  Evansville  is  concerned,  the  more  easterly 
roads,  by  keeping  the  rates  f  roni  competing  refineries  so  high,  reduce 
their  revenues  on  oil  to  that  point  to  a  mininunn.  The}'  drive  busi- 
ness from  their  own  lines  to  others. 

So  far  from  any  attempt  having  })een  made  to  correct  the  rate 
adjustment  on  oil  to  Ohio  Kiver  crossings,  the  present  rates  from  the 
more  easterh'  refineries  are  more  unfavorable  than  those  which  pre- 
vailed up  to  VMH),  The  j)ublished  rates  from  Whiting  to  the  leading 
Ohio  Kiver  crossings  were  reduced  I  cent  in  istM)  and  ha\;e  since 
remained  unchanged,  whereas  in  IJM)U  the  rates  from  Toledo,  Cleveland, 
Pittsburg,  and  Oil  City  to  all  three  of  the  leading  Ohio  Kiver  crossings 
were  advanced  2  cents  per  hundred  pounds.  (Joing  back  still  further 
it  is  found  that  in  181U,  only  a  year  after  the  Whiting  refinery  was  first 
opened,  the  rate  from  Toledo,  the  nearest  competing  j)oint,  to  Evansville 
was  advanced  from  1*2  cents  to  18  cents  p(M*  hundred  pounds,  although 
there  was  no  change  in  tlu*  rates  from  any  of  the  other  competing  refin- 
ing points  to  Ohio  Kiver  crossings.  Thes(»  changes  are  shown  in  detail 
in  section    17,  along  with  changes  in  rates  to  other  ])oints. 

CsK  OF  Cincinnati  hatk  to  otiikk  Ohio  points  on  shipments 
FROM  WiHTiNo.— The  examination  of  the  records  of  the  Chicago, 
Indianapolis  and  Louisville  (Monon  loute)  shows  that  a  large  number 
of  cars  had  b(»en  shipped  from  Whiting  to  Dayton,  Ohio,  on  an  11-cent 
rate.  Th(»  oil  is  takiMi  by  tin*  Cincinnati.  Hamilton  and  Dayton  from 
Indianapolis  to  Hamilton,  Ohio,  lu^ar  Cincinnati,  and  thence  north  to 
Dayton.  Prior  to  ItMU)  the  Monon  and  other  railroads  leading  out 
from  Whiting  had  no  regular  commodity  rate  on  oil  a])j)lying  .spt^cific- 
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ally  to  Dayton.  The  authority  given  for  the  application  of  the  11- 
cent  rate  to  Dayton  was  the  tariff  naming  the  same  rate  from  Whiting 
to  Cincinnati  and  other  Ohio  River  (Tossings,  the  railroad  company 
treating  Dayton  as  being  intermediate  to  Cincinnati.  A.s  just  stated, 
however,  Dayton  is  not  intermediate  to  Cincinnati  by  waj-  of  the 
Monon  and  the  Cincinnati,  Hamilton  and  Dayton,  but  the  oil  had 
to  move  first  to  Hamilton  and  thence  north  to  Da v ton,  the  total  haul 
being  considerably  greater  than  that  from  Whiting  to  Cincinnati. 
Nor  is  there  any  other  railroad  on  which  Dayton  can  properly  be 
treated  as  intermediate  between  Whiting  and  Cincinnati.  It  does  not 
appear,  therefore,  that  there  was  any  adequate  authority  for  applying 
the  11-cent  rate  on  shipments  to  Dayton.  In  1906  a  special  mte  of 
12  cents  on  oil  was  put  in  from  Whiting  to  Dayton,  but  prior  to  that 
time  the  oil  should  have  taken  the  class  rate,  which  would  l>e  consider- 
ably higher. 

Moreover,  the  Pennsylvmia  line  has  also  hauled  considerable  quan- 
tities of  oil  from  Whiting  to  Xenia,  Ohio,  on  an  11-cent  mte,  for  which 
also  the  only  authority  was  the  tariff  naming  the  11-cent  rate  from 
Whiting  to  Cincinnati.  Xenia  is  very  far  from  being  intermediate 
l)etween  W^hiting  and  Cincinnati  on  the  line  of  the  Penns>^lvanla  or 
any  other  railroad.  It  lies  to  the  northeast  of  Cincinnati,  about  half- 
way to  Columbus.  If  Dayton  and  Xenia  could  be  treated  as  inter- 
mediate between  Whiting  and  Cincinnati,  there  is  no  reason  wh}- 
Columbus  or  a  score  of  other  points  in  central  or  even  northern  Ohio 
should  not  also  be  treated  as  intermediate. 

The  rate  from  Whiting  to  Dayton  is  not  especially  discriminatory 
in  comparison  with  the  rates  from  competing  refining  points.  Thus 
the  rate  from  Toledo  to  Dayton,  152  miles,  is  8  cents,  as  compared 
with  11  cents  from  Whiting,  a  distance  of  2^)4  miles.  The  situation  is 
mentioned  merely  as  showing  the  laxity  in  the  interpretation  of  the 
tariffs  and  the  danger  of  abuse  of  the  practice  of  treating  nites  as 
applicable  to  points  on  the  theory  that  the}'  are  intermediate  when 
they  are  not  actually  Intermediate.  It  should  }>e  added  that  the  tariff 
naming  the  11-cent  rate  from  Whiting  to  Ohio  River  crossings  does 
not  even  specifically  state  that  the  rates  apply  to  intermediate  points. 

m.  RATES  FROM  WHITINO  AND  FROM  COMPETING  REFINERIES 
TO  LOWER  MICHIGAN. 

Section  8.  Comparison  of  rates  and  distances. 

The  rates  from  the  Standard  Oil  Company's  refinery  at  Whiting,  Ind., 
to  points  in  the  soutliern  peninsula  of  Michigan  were  until  VM)i)  rela- 
tively much  lower  than  the  rates  from  competing  refining  points  like 
Cleveland,  Toledo,  and  Pitts})urg.  To  he  sure  the  .standard  has 
shipped  large  (juantities  of   oil  from  Lima,  Ohio,  into  Michigan,  at 
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rates  usuall}-  the  same  as  those  from  Toledo.  Nevertheless,  as  is  more 
fully  shown  below,  the  discrimination  in  favor  of  Whiting  has  been  an 
important  advantage  to  the  Standard  Oil  Compan3\ 

The  following  table  compares  the  rates  on  petroleum  and  its  prod- 
ucts, in  carloads,  from  Whiting  to  leading  points  in  Michigan,  with 
the  corresponding  rates  from  Cleveland,  Toledo,  and  Pittsburg.  It 
fiihows  the  distances  and  the  rates  per  ton  per  mile: 


COMPARISON  OF  OIL   RATES  FROM  WHITING,  TOLEDO,  CLEVELAND,   AND  PITTSBURG 
TO   POINTS  IN   MICHIGAN,  19a5. 

Rates  in  cents  per  hundral  pounds. 


T(»- 


From  Whiting. 


From  Toledo.      From  Cleveland.  From  Pittsburg. a 


Battle  Creek  . . 

Detroit 

Grand  Rapids. 

Musikegon  

Saginaw 


Miles,  b 
163 
•272 
178 
187 
292 


Rate.   I 

10 

9 

I 
9 

10 


1 

Miles.    1 

Rate.   ■ 

MUes. 

Rate.   1 

MUeB. 

Rate. 

113 

lOi 

^      226 

m 

361 

m 

GO 

6i 

173 

9 

308 

m 

166 

12 

279 

Hi- 

414 

19* 

206 

12 

319 

nt 

4M 

194 

135 

12 

2-18 

14* 

1 

383 

18* 

Rates  in  cents  per  ton  per  mile. 


Battle  Creek  . . 

Detroit 

Gmnd  Rapids. 

Muskegon 

Saginaw 


From 
Whiting. 

1.04 
.74 

1.01 
.9C. 
.08 


From      I      From  From 

Toledo.      Cleveland.    Pittsburg. 


1.86  I 

2.17 

1.45 

1.17 

1.7.H 


1.19 
1.04 
1.04 
.91 
1.17 


1.Q2 
.81 
.94 

.86 
.97 


"Sume  rates  apply  from  Oil  City  and  other  western  Pennsylvania  rotining  iK>ints. 
'» Computed  from  Chieago. 

The  disparities  in  these  rates  are  shown  at  a  glance.  To  take  a  sin- 
gle instance:  Cleveland  is  nearer  Saginaw  than  Whiting  is,  yet  it  has 
paid  a  rate  45  per  cent  higher. 

In  eveiT  case  covered  })y  this  table  the  rates  from  Whiting  wei*e 
much  lower  in  proportion  to  distance,  as  shown  by  the  tigures  j>er  ton 
per  mile,  than  thi^  rates  from  Toledo;  in  every  ctise.  except  Muskegon, 
the  rates  from  Whiting  were  lowtM*  per  ton  per  mile  than  the  rates  from 
Cleveland.  In  two  cases.  Saginaw  and  Detroit,  the  rate  per  ton  per 
mile  from  Whiting  was  lower  than  from  Pittsl)urg.  and  while  in  the 
cases  of  Battle  Creek,  (J rand  Kapids,  and  Muskegon  the  rate  per  ton 
per  mile  was  slightly  higher  from  Whiting  than  from  Pittsburg,  it 
should  be  borne  in  mind  that,  according  to  ordinary  railroad  policy, 
the  rate  per  ton  per  mile  ought  to  be  decidedly  lower  for  long  dis- 
tances than  for  short.  Pittsi)urg  is  consideral>ly  more  than  twice  as 
far  as  Whiting  from  the  three  Michigan  points  just  named. 
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Toledo,  by  its  location,  ought  to  have  almost  precisely  the  same 
standing  as  Whiting  with  respect  to  transportation  into  lower  Michi- 
gan, Whiting  being  almost  at  one  corner  of  the  State  and  Toledo  at 
another.  The  following  table  compares  the  mtes  from  Whiting  and 
from  Toledo  to  fourteen  of  the  largest  towns  in  the  lower  peninsula, 
including  those  already  covered  by  the  preceding  table. 

COMPARISON  OF  OIL  RATES  FROM  WHITING  AND  FROM   TOLEDO  TO  LEADING  I*0INTS 

IN  MICHIGAN.  1905. 

[Rates  in  cents  per  hundred  poundn.l 


Rate. 


To- 


I  I  Difference  in  favor 

i     From         From  of— 

I  Whiting.    Toledo. 

I 


Adrian 

Allegan 

Alpena  

Ann  Arbor 

Battle  Creek 

Cadillac 

Detroit 

Grand  Rapids  .. 

Jackson 

Kalamazoo 

Lansing 

Mackinaw  City. 

Muskegon 

Saginaw 


I 
10  i 

9  . 
16i 

9 

84 
13 
10  ' 

9 


16i 
9 
10 


64 
12 

184i 
6i 

104 

14 
6i 

8 
12 
lOi 
1H4 
12 
12 


Whiting. 

Toledo. 

1 

34 

3 

2 

24 

1  ' 

34 

3 

1 

34 

14 
2 

3 

2 

Distance. 

From 
Whit- 
ing.a 

From 
Toledo. 

Differ- 
ence in 
favor  of 
Toledo. 

mus. 

MUes. 

MiU^. 

211 

33 

178 

166 

1&5 

11 

431 

274 

157 

247 

45 

202 

163 

113 

50 

276 

227 

49 

272 

60 

212 

178 

166 

12 

197 

71 

126 

Ml 

13G 

5 

22C 

108 

118 

404 

SW 

74 

187 

206 

-19 

292 

135 

157 

'»Com]>ute<l  from  Chicago. 

This  table  shows  that,  except  to  four  towns,  which  are  very  much 
nearer  to  Toledo  than  to  Whiting,  the  rates  from  Toledo  have  been 
absolutely  liighcr  tlian  the  rates  from  Whiting,  although  Toledo  is 
nearer  to  all  but  one  of  the  14  points.  Whore  the  two  refineries  are 
approximately  at  ecjual  distances,  as  at  Allegan,  Gi-and  llapids,  Kala- 
mazoo, and  Muskegon,  the  Whiting  rates  were  8  or  3i  cents  lower 
than  the  Toledo  nites.  A  sharp  contra.st  appears,  for  example, 
l)etween  Detroit  and  Kalamazoo.  Detroit  is  212  miles  nearer  to 
Toledo  than  to  Whiting,  yet  there  was  a  difference  of  only  3i  cents 
in  the  oil  mte  in  favor  of  Toledo.  Kalamazoo  is  5  miles  nearer  to 
Toledo  than  to  Whitiirg,  but  the  oil  mte  was  t^  cents  lower  from 
Whiting  than  from  Toledo.  The  rate  to  liattle  Creek,  which  is  5o 
miles  nearer  to  Toledo  than  to  Whiting,  was  2  cents  lower  from 
Whiting  tJian  from  Toledo. 

These  disptirities  are  shown  conspicuous! v  on  the  accompanying 
map,  which  gives  the  rates  and  distances  from  Toledo  and  from  Whit- 
ing to  several  of  the  leading  towns  in  Michigan. 
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The  following  table  shows  the  rates  per  ton  per  mile: 

COMPARISON  OF  RATES  PER  TON  PER  MILE  FROM  WHITING  AND  FROM  TOLEDO  TO 
LEADING  POINTS  IN  MICHIGAN,  1905. 


To— 


Adrian 

Allegan 

Alpena 

Ann  Arbor.. 
Battle  Creek 

Cadillac 

Detroit 


To- 


Grand  Rapids . 

Jackson 

Kalamazoo 

Lansing 

Mackinaw  City 

Muskegon 

Saginaw 


From         From 
WhlUng. !  Toledo. 


CetUB. 

CenU. 

1.01 

1.45 

.91 

2.28 

L21 

1.76 

.80 

1.94 

.82 

1.12 

.96 

1.17 

.68 

1.78 

In  order  satisfactoril}^  to  compare  these  rates  per  ton  per  mile  they 
should  be  considered  in  connection  with  the  absolute  distances  shown 
in  the  preceding  table,  with  the  fact  in  mind  that  ton-mile  rates  are 
normally  lower  for  longer  than  for  shorter  distances. 

Confining  attention  to  Allegan,  Cadillac,  Grand  Rapids,  Kiilamazoo, 
and  Muskegon,  where  the  differences  of  distance  from  Whiting  and 
Toledo,  respectively,  are  not  great  enough  to  justify  any  material  dif- 
ference in  rates  per  ton  per  mile,  it  will  be  seen  that  the  rates  from 
Toledo  were  from  20  to  45  per  cent  higher,  in  proportion  to  distance, 
than  the  rates  from  Whiting. 

Section  9.  Comparison  on  the  basis  of  fifth-class  rates. 

Not  only  were  the  oil  rate^  until  recently  prevailing  from  Whiting 
and  from  competing  retineries  to  points  in  Michigan  disproportionate 
to  distance,  but  thc}^  were  out  of  line  with  the  rates  on  most  other 
classes  of  commodities.  The  following  table  compares  the  oil  rates 
from  Whiting,  Toledo,  Cleveland,  and  Pittsburg  to  six  leading  towns 
in  Michigan  with  the  fifth-class  rates: 

COMPARISON     OF  OIL    RATES   AND    FIFTH-CLASS    RATES     FROM    WHITING   AND    FROM 
TOLEDO,  CLEVELAND,  AND^PITTSBrRG"  TO  LEADING  POINTS  IN  MICHIGAN.  1905. 

To  HntUt  Cntk. 


Wliitiiifr ... 
Toledo  .... 
Cleveland  . 
Pitl-burg.. 


From— 


Oil  rate 


Flfth- 
cla.ss 
rale. 


Oil  rate- 


Hi- 

lo: . 

Hi  . 
17i 


AU>vc 
lifth 
elass. 


Below 
Hfth 
class. 


Advantage 
of  Whiting 
on  a  com- 
pariion 
with  fifth 
class. 


"  Same  rales  as  from  PiltsburK  fti»i>ly  from  Oil  Cily  and  oilier  weslern  Ptniivylvania  refining  points. 
both  on  oil  and  fifth  elu'^^. 
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COMPARISON  OF  OIL  RATES  AND  FIFTH-CLASS  RATES  FROM  WHITING  AND  FROM 
TOLEDO,  CLEVELAND,  AND  PITTSBURG.o  TO  LEADING  POINTS  IN  MICHIGAN,  1905- 
Continued. 

To  Bay  City  and  Saginaw. 


From— 

Oil  rate. 

Fifth- 
class 
rate. 

Oil  rate- 

Advantage 
of  Whiting 
on  a  com- 
parison 
with  fifth 
.class. 

Above 
fifth 
class. 

Below 
fifth 
class. 

Whiting  

10 
12 
144 

184 

13 
10 
14i 
18 

13 

74 

15 

2 

3 

Toledo 

5 

Cleveland 

3 

Pittsburg 

* 

3. 

To  J 

UetroU. 

10 

64 

8 

1 
2 
24 

Whiting 

Toledo 

2 

Cleveland 

9 
124 

1 

Pittsburg 

4 

* 

To  Grand  Hapidg 

Whiting 

12 
141 

12 
11 
15 

18 

3 

4 

Toledo 

Cleveland 

1 

4 
24 

Pittsburg 

194 

1 

li 

u 

To  Muskegtm. 

Whiting 

9 
12 
Hi 

194 

12 
13 
15 
18 

3 

1 

Toledo 





2 

Cleveland 

Pittsburg 



14 

• 

24 
44 

a  Same  rates  as  from  FlttMburg  apply  from  Oil  City  and  other  western  Pennsylvania  refining  points. 
both  on  oil  and  fifth  class. 

It  will  be  seen  that  the  rate  on  oil  from  Whiting  to  these  points  has 
been  in  every  case  3  cents  per  hundred  pounds  less  than  the  fifth-class 
rate.  The  oil  rates  from  the  competing  refining  points  are  in  several 
case^  the  same  as  the  fifth-class  rates;  in  several  other  cases  they  are 
higher;  and  in  the  cases  where  they  are  lower  the  difference  is  less 
than  in  the  rates  from  Whiting.  The  advantage  of  Whiting  on  oil 
rates  as  measured  by  comparison  of  fifth-class  rates  is  shown  in  the 
last  column  of  the  table,  which  is  computed  by  subtracting  from  the 
figures  for  Whiting  in  the  preceding  column  all  figures  for  the  other 
refining  points  in  the  same  column,  or  adding  the  figures  in  the  third 
column  where  the  oil  rate  is  al)ove  the  fifth  class.  It  will  be  seen 
that  the  advantage  of  Whiting  on  this  basis  has  ranged  from  one-half 
cent  to  5  cents  per  hundred  pf)uiKls,  and  in  most  cases  exceeded  2  cents. 
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A  .similar  comparison  on  a  more  extended  scale  is  made  between  the 
rates  from  Whiting  and  from  Toledo,  respectively,  in  the  following 
table: 


COMPARISON   OF   OIL   RATES    AND    FIFTH-CLASS    RATES    FROM    WHITING    AND    FROM 
TOLEDO  TO  LEADING  POINTS  IN  MICHIGAN,  1905. 


To— 


Adrian 

Allegan 

Alpena  

Ann  Arbor 

Battle  Creek 

Cadillac 

Detroit 

Grand  Rapids 

Jackson  

Kalamazoo 

Lansing 

Mackinaw  City 

Muskegon 

Saginaw  and  Bay  City . . 


From  Whiting. 


From  Toledo. 


Oil 
rate. 


Fifth- 
class 
rate. 


on  rate- 
Above    Below 
fifth        fifth 
clattti.     class. 


Oil 
rate. 


Fifth- 
class 
rate. 


10  . 

^ 

13 
10' 

9 

9 

8J 
9 

IH 

9 
10 


13    . 

12 ;. 

19i. 
13    . 

13'. 
12    . 

12  . 

11  . 

13  . 
20    . 

12  . 

13  . 


64 
12 
18i 

6i 
10* 
14 

H 
12 

8  ' 
12 
lOij 

ih\ 

12 
12 


Oil  rate- 


Above    Below 
fifth    j    fifth 
claw.  .  ela«. 


61 
11 
16 

7i 
10* 
13* 

7* 
11 

8 
11 

H 

18 
13 
10 


2*. 


AdTan- 
tageof 
Whiting 

on  a 

com- 

pariflon 

with  fifth 

daas. 


3 

4 
5* 
8 
S 
5 
2 
4 
3 

6 

4 
2 
5 


This  table,  which  covers  fifteen  leading  points  in  the  southern  pen- 
insula of  Michigan,  again  shows  in  every  case  that  the  oil  I'ate  from 
Whiting  has  been  lower  than  the  fifth-class  rate,  the  difference  rang- 
ing from  2i  to  4i  cents.  On  the  other  hand,  in  only  three  cases  is  the 
oil  rate  from  Toledo  lower  than  the  fifth-chiss  rate,  and  in  these  the 
diflerence  is  only  1  cent.  In  nine  cases  the  oil  rate  from  Toledo  is 
higher  than  the  fifth-class  rate.  The  net  advantage  in  favor  of  Whit- 
ing on  oil  rates,  as  measured  by  fifth-class  rates,  is  computed  by  suh- 
tnicting  from  the  figures  in  the  fourth  column  of  the  table  the  figures 
in  the  eighth  column,  or  by  adding  the  figures  in  the  seventh  column. 
This  net  advantage  ranges  from  2  cents  on  shipments  to  Detroit  and 
Muskegon  uj)  to  6  cents  to  Lansing. 

Section  10.  Unreasonableness  of  differences. 

There  is  no  justification  for  these  conspicuous  dlfiVrefices  in  favor 
of  Whiting.  It  is  true  that  it  costs  somewhat  more  to  get  the  crude 
oil  to  Whiting  than  to  Toledo.  Tht»  railroads  ought  not.  however,  to 
tak(»  account  of  this  difference  in  fixing  freight  rates  into  a  territory 
like  Michigafi,  for  the  Whiting  refinery  is  nearer  to  western  markets, 
and  obtains  a  natural  advantage  from  that  fact,  inasmuch  as  the  cost 
of  transporting  the  crude  oil  by  pipe  line  is  much  less  than  the  cost 
of  shipping  the  finished  products  from  Toledo  or  other  eastern  retin- 
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ing  points  to  Whiting  on  the  wa^^  to  the  markets  of  the  West.  Whit- 
ing is  entitled  to  this  natural  advantage  with  respect  to  the  W^cst,  and 
Toledo  is  similarly  entitled  to  the  natural  advantage  of  its  location 
with  respect  to  points  which  are  near  it. 

Even  if  it  should  be  conceded  that  the  railroads  were  justified  in 
making  lower  mtes  from  W'hiting  to  Michigan  points,  to  offset  the 
additional  cost  of  transporting  the  crude  oil  to  the  I'etinery,  this  differ- 
ential ought  not  to  exceed  1  or  2  cents  per  hundred  pounds,  which 
would  fully  cover  the  excess  in  the  cost  of  piping  the  crude  oil  from 
the  fields  to  Whiting  ovef  the  cost  of  piping  to  Toledo. 

The  traffic  manager  of  the  Standard  Oil  Company,  in  discussing  this 
rate  adjustment  in  favor  of.  Whiting,  made  the  statement  that  the 
Standard  Oil  Company  did  not  profit  greatl}^  by  it,  because  it  shipped 
during  1905  more  than  2,200  cars  of  oil  from  its  Lima  refinery  to 
Michigan  points,  paying  the  same  rat^s  as  are  paid  from  Toledo,  or 
even  higher  rates.  But  it  is  admitted  that  about  the  same  number  of 
cars  were  shipped  from  Whiting  into  the  southern  peninsula  of 
Michigan  in  19iJ5.  A  partial  examination  of  the  records  of  the  rail- 
roads leading  out  from  Whiting  shows  that  a  very  large  proportion 
of  the  southern  peninsula  receives  part  of  its  oil,  at  least,  from  that 
point,  while  a  similar  partial  examination  of  the  records  of  shipments 
from  Lima  shows  that  these  are  almost  confined  to  a  territory  in  the 
eastern  part  of  the  southern  peninsula,  conjprising  much  less  than 
half  iU*  area,  where,  on  account  of  the  shorter  distance,  the  rates  from 
Lima  are,  for  the  most  part,  as  low  as,  or  lower  than,  the  rates  from 
Whiting. 

This  disparity  in  rates  to  Michigan  territory  was  largely  corrected 
early  in  VMHk  when  the  railroads  materially  advanced  their  rates  from 
Whiting.  In  most  cases  this  advance  was  such  >is  to  put  Whiting 
very  n(»arly  on  a  par  with  Toledo.  There  can  be  little  doubt  that  this 
change  in  rates  was  made  in  recognition  of  the  injustice  of  the  pre- 
vious arrang(»ment.  It  should  Ir^  stated,  further,  that  the  rates  from 
Toledo,  Cleveland,  and  Pittsburg  into  Michigan  territory  had  already 
been  advanced  about  2  cents  per  hundred  pounds  in  VMHK  Before  that 
time  the  differeme  in  favor  of  Whiting  was  somewhat  less  marked. 
Detailed  tables  showing  the  changes  in  freight  rates  to  Michigan 
points,  as  well  as  to  other  points  in  Central  Freight  Association  ter- 
ritory, are  presented  on  pages  220-224. 

IV.  RATES  FBOM  WHITING  AND  FBOM  COMPETING  REFINERIES 

INTO  INDIANA. 

There  has  also  been  a  disparity  between  the  rates  from  Whiting  and 
from  com[H'ting  retining  points  on  shipments  into  Indiana.  These 
differences  were  especially  conspicuous  with  respect  to  the  western 
part  of  the  State.     Western  Indiana  is  largely  served  hv  vVv^  VVavw^v^ 
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and  Eastern  Illinois  Railroad,  which  has  made  ver)'  low  rates  from 
Whiting.  This  milroad  does  not  reach  any  of  the  easteiii  refineries, 
while  they  as  well  as  Whiting  are  reached  by  the  lines  which  cover 
the  eastern  part  of  the  State.  The  rate  adjustment  in  the  Eastern 
part  of  the  State,  as  between  Whiting  and  eastern  refineries,  has  no 
doubt  been  affect^ni  by  the  existence  of  the  Standard  Oil  Company's 
refinery  at  Lima,  Ohio,  not  far  from  the  Indiana  line,  from  which 
lar^  quantities  of  oil  go  into  eastern  Indiana.  One  w^ould  expect  the 
rates  from  Whiting  and  from  Lima  to  be  not  far  out  of  line  with  one 
another.  Toledo  usually  takes  the  same  rates  as  Lima,  so  that  in 
territory  into  which  the  Standard  ships  from  Lima,  Toledo  might 
expect  approximately  the  same  treatment  as  Whiting.  Toledo  has 
not  actually  had  the  same  treatment,  however,  in  the  extreme  north- 
ern part  of  Indiana,  as  has  already  been  shown. 

Section  11.  Comparison  of  rates  and  distances. 

The  following  table  compares  the  rates  on  oil  from  Whiting  .with  the 
rates  from  Toledo,  Cleveland,  and  Pittsburg,  respectively,  to  five  lead- 
ing towns  in  Indiana — three  in  the  centnil  and  southeastern  part 
and  two  in  the  western  part.  The  corresponding  rates  to  a  larger 
number  of  points  are  shown  in  more  detailed  tables  at  the  end  of  this 
chapter.  Findlay,  Ohio,  takes  in  general  the  same  rates  into  Indiana 
as  are  made  from  Toledo. 

COMPARISON'   OF  OIL   RATES  FROM  WHITING  AND  FROM  TOLKDO,  CLEVELAND,  AND 
PlTTSBrRG  TO  LKADIN<;  POINTS    IN  INDIANA. 
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This  table  shows  at  a  glance  that  there  is  no  marked  discrimination 
in  the  rates  to  Indianapolis,  Logansport,  and  Richmond,  hut  that  there 
has  been  a  very  sharp  discrimination  in  favor  of  Whiting  on  ship- 
ments to  Terre  Haute  and  Vincennes.  Cleveland,  for  example,  is 
twice  as  far  as  Whiting  from  Terre  Haute;  the  rate  has  been  nearly 
three  times  as  high.  The  disproportions  are  still  more  readily  seen 
in  the  second  part  of  the  table,  where  the  rates  are  reduced  to  a 
mileage  basis.  As  has  been  said,  it  is  customary  to  make  rates  lower 
per  ton  per  mile  for  longer  than  for  shorter  distances.  This  principle 
alone  explains  the  fact  that  rates  from  Cleveland  and  Pittsburg  to 
Indianapolis  and  I^ogansport  are  lower  per  ton  per  mile  than  the  rates 
from  Whiting.  On  the  other  hand,  to  Vincennes,  and  especially  to 
Terre  Haute,  which  are  reached  by  the  Chicago  and  Eastern  Illinois 
Railroad,  the  rates  from  all  three  of  the  eastern  refining  points  have 
been  decidedly  higher  per  ton  per  mile  than  the  mtes  from  Whiting, 
the  nearest  of  the  refineries. 

A  more  comprehensive  view  of  the  relative  I'ates  to  Indiana  points 
is  presented  in  the  following  table,  which  for  convenience  comparer 
only  Whiting  and  Toledo.  Toledo  i^  but  little  farther  from  most 
Indiana  points  than  Whiting  is,  and  ought,  broadh'  speaking,  to  be  on 
about  the  same  rate  basis.  For  a  comparison  of  still  other  rates  from 
Whiting  and  Toledo,  respective!}',  to  Indiana  points,  reference  should 
be  made  to  section  2  of  this  chapter,  which  covers  a  number  of  points 
intermediate  between  Whiting  and  Toledo  on  the  Lake  Shore  and 
Michigan  Southern. 

COMPARISON  OF  OIL  RATES  FROM  WHITING  AND  FROM    TOLEDO  TO   LEADING    POINTS 

IN  INDIANA,  1904. 

[Rates  in  centM  per  hundred  pounds.] 


tAitttru  atut  r>  uttnl  Iiuiinna. 

Fort  Wayne 

Huntington 

Indianapolii* 

Logannport 

Richmond 

Wtftfrn  Iniiinna. 

Attica 

Brazil 

EvansTille 

Terre  Kau te 

Vincennes  


nConiputtMl  fixuu  Chicago. 


Rate. 

Differ- 

Dwtancc. 

Fn>in 
Whiting.  1 

From 
Toledo. 

ence  in 
favor  of 
Whiting. 

From     1 
Whiting.a 

MUef. 

From 
Toledo. 

MUr$. 

8 

74 

^k 

148 

95 

8, 

9 

1 

142 

119 

« 

10 

2 

184 

214 

8 

11 

3 

117 

166 

11 

j 

10 

M 

223 

170 

5i 

12 

6i 

120 

223 

f>i 

12 

H 

181 

•271 

Hi 

15 

CI 

287 

382 

hi 

12 

61 

178 

2X1 

8i! 

15 

6* 

236 

331 

'» Difference  \v\ 

favor  of  1 

^oledo. 

- 

202 


TRANSPORTATION  OF  PETROLEUM. 


This  table  shows  that  even  to  eastern  and  eentml  Indiana  points  the 
rates  from  Whiting  are  relatively  somewhat  more  favorable  than  the 
rates  from  Toledo.  Thus,  to  Huntington  the  rate  from  Toledo  is  1  cent 
higher  than  the  rate  from  Whiting,  although  the  distance  is  about  one- 
sixth  less.  Much  greater  disparities,  however,  have  until  recently 
existed  with  respect  to  western  Indiana  points.  Thus,  the  rate  to 
Terre  Haute  from  Whiting  has  been  5^  cents,  while  it  has  been  12 
cents  from  Toledo.  The  difference  is  equal  to  three-eighths  of  a  cent 
per  gallon,  or  a  fair  profit  on  the  oil.  Toledo  is  only  58  per  cent  farther 
away  than  Whiting,  but  it  paid  a  rate  118  per  cent  higher.  These 
differences  in  rates  are  conspicuously  shown  by  the  following  table, 
in  which  they  are  reduced  to  a  mileage  basis: 

COMPARISON  OF  RATES   PER  TON    PER   MILE   FROM  WHITING   AND  FROM   TOLEDO  TO 
LEADING  POINTS  IN  INDIANA.  1904. 
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It  will  be  seen  that  to  the  leading  western  Indiana  points  the  rate 
per  ton  per  mile  from  Toledo  has  been  much  higher  than  from  Whiting, 
in  one  case  as  nuich  as  4f>  per  cent  higher.  In  view  of  the  fact 
that  Whiting  is  nearer  to  the  points  in  cjuestion,  it  would  normally 
take  rates  somewhat  higher  per  ton  per  mile  than  Toledo.  These  dis- 
parities were  so  great  that  the  Standard  Oil  Company  could  afford  to 
sell  oil  in  western  Indiana  towns  at  prices  which  would  scarceh'  leave 
any  protit  to  competing  Toledo  retiners. 

The  discrimination  in  rates  from  Whiting  and  from  Toledo  to  western 
Indiana  points  is  clearly  shown  on  the  accompanying  map. 

The  disparity  between  Whiting  and  the  more  easterly  refining 
points  on  shipments  to  Indiana  has  been  greater  in  recent  years  than 
formerly.  In  ISIU.  soon  after  the  opening  of  the  Whiting  retinery, 
the  rates  from  Toledo  to  many  points  in  Indiana  were  advanced  either 
1  or  li  cents  \wi'  hundred  pounds,  or  from  1<>  to  i!0  per-cent.  Thus 
the  rate  from  Toledo  to  Fort  Wayne  was  advanced  from  5^  to  6i  centii; 
and  that  to  Logansport  from  7^  to  !♦  cents. 

Again,  in  ll^onthe  rates  from  Toledo,  Cleveland,  and  Pittsburg  alike 
to  all  points  in  Indiana  were  advanced.  The  advance  from  Toledo  was 
in  some*  cas(*s  1  cent  and  in  s(^me  casivs  2  cents,  while  the  rates  from 
Cleveland  and  Pittsburtr  were  in  all  cases  advanced  2  cents.     Prior  to 
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this  change  the  rates  from  these  eastern  refining  points  to  points  in 
Indiana,  except  along  the  line  of  the  Chicago  and  Eastern  Illinois  Rail- 
road, were  fairly  in  line  with  the  rates  from  Whiting,  but  this  advance 
created  a  disparity  of  some  importance.  It  is  true  that  this  change  in 
rates  was  made  at  a  time  when  rates  on  many  other  commodities  were 
also  advanced  by  the  Central  Freight  Association  lines;  but  there 
was  no  sufficient  ground  for  advancing  the  oil  rates  from  eastern 
refining  points  without  at  the  same  time  advancing  the  rates  from 
Whiting. 

There  was  no  advance  in  the  rates  from  Whiting  to  any  Indiana 
point  until  near  the  close  of  1905.  In  December  of  that  year,  soon 
after  the  investigation  of  the  Bureau  brought  attention  to  them, 
the  Chicago  and  Eastern  Illinois  liailroad  canceled  its  extraordinarily 
low  rates  into  western  Indiana,  advancing  the  oi-cent  rates  to  8  cents 
and  the  8i-cent  rates  to  11  cents.  Early  in  1906,  moreover,  the  Lake 
Shore  and  Michigan  Southern  Railway,  as  already  stated  in  section  2, 
advanced  its  rates  from  Whiting  to  points  on  its  line.  The  changes 
on  these  two  railroads  serve  to  put  the  competing  refineries  much 
more  nearl}^  on  a  par  with  Whiting.  The  present  rates  to  points  on 
their  lines  are  not  materialh'  out  of  line  with  the  ditferences  in  distance. 
A  full  statement  of  the  rate  changes  to  points  in  Indiana,  as  well  as  to 
other  points  in  Central  Freight  Association  territory-,  is  presented  at 
the  end  of  this  chapter. 

The  Bureau  has  not  examined  the  records  of  some  of  the  railroads 
which  carry  oil  from  Whiting  to  certain  points  in  Indiana,  and  there- 
fore has  no  evidc^nce  that  the  published  rates  to  these  points  are  actu- 
ally maintained.  The  Big  Four,  like  other  New  York  Central  lines, 
declined  to  gi^e  access  to  records  of  intrastate  business;  and  the 
records  of  the  (irand  Rapids  and  Indiana  were  not  examined. 

Section  12.  CompariBon  on  the  basis  of  fifth-class  rates. 

The  oil  rates  until  recently  prevailing  into  Indiana  territory  have 
l>een  not  only  inequitiible  on  the  basis  of  comparative  distance,  but  they 
have  also  been  out  of  line  with  class  rates.  The  table  on  page  204 
compares  the  oil  and  fifth-class  rates  from  Whiting,  Toledo,  Cleve- 
land, and  Pittsburg  to  five  leading  towns  in  Indiana. 
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this  change  the  rates  from  these  eastern  refining  points  to  points  in 
Indiana,  except  along  the  line  of  the  Chicago  and  Eastern  Illinois  Rail- 
road, were  fairly  in  line  with  the  rates  from  Whiting,  but  this  advance 
created  a  disparity  of  some  importance.  It  is  true  that  this  change  in 
rates  was  made  at  a  time  when  rates  on  many  other  commodities  were 
also  advanced  by  the  Central  Freight  Association  lines;  but  there 
was  no  sufficient  ground  for  advancing  the  oil  rates  from  eastern 
retining  points  without  at  the  same  time  advancing  the  rates  from 
Whiting. 

There  was  no  advance  in  the  rates  from  Whiting  to  any  Indiana 
l>oint  until  near  the  close  of  1905.  In  December  of  that  year,  soon 
after  the  investigation  of  the  Bureau  brought  attention  to  them, 
the  Chicago  and  F^astern  Illinois  Railroad  canceled  its  extraordinarily 
low  rat^s  into  western  Indiana,  advancing  the  5i-cent  rates  to  8  cents 
and  the  8i-cent  rates  to  11  cents.  Early  in  1906,  moreover,  the  Lake 
Shore  and  Michigan  Southern  Railway,  as  already  stated  in  section  2, 
advanced  its  rates  from  Whiting  to  points  on  its  line.  The  changes 
on  these  two  railroads  serve  to  put  the  competing  refineries  much 
more  nearly  on  a  par  with  Whiting.  The  present  rates  to  points  on 
their  lines  are  not  materiallv  out  of  line  with  the  differences  in  distance. 
A  full  statement  of  the  rate  changes  to  points  in  Indiana,  as  well  as  to 
other  points  in  Central  Freight  Association  territory,  is  presented  at 
the  end  of  this  chapter. 

The  Bureau  has  not  examined  the  records  of  some  of  the  railroads 
which  carry  oil  from  Whiting  to  certain  points  in  Indiana,  and  there- 
fore has  no  evidence  that  the  published  rates  to  these  points  are  actu- 
ally nmintiiined.  The  Big  Four,  like  other  New  York  Central  lines, 
declined  to  gi\ie  access  to  records  of  intrastate  business;  and  the 
records  of  the  (Jrand  Rapids  and  Indiana  were  not  examined. 

Section  12.  CompariBon  on  the  basis  of  fifth-class  rates. 

The  oil  rates  until  rec(»ntly  prevailing  into  Indiana  territory  have 
been  not  only  inequitable  on  the  basis  of  comparative  distance,  but  they 
have  also  be(»n  out  of  line  with  class  rates.  The  table  on  i)age  204 
compares  the  oil  and  tifth-dass  rates  from  Whiting,  Toledo,  Cleve- 
land, and  Pitts])urg  to  live  leading  towns  in  Indiana. 
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part  of  Indiana,  which  is  not  much  farther  from  Toledo  than  frcm 
Whiting,  the  rates  from  both  refineries  would  be  precisely  the  i^anie. 
The  explanation  given  by  the  traflSc  manager  of  the  Standard  Oil 
Company,  with  respect  to  the  very  low  oil  rates  from  Whiting  to  points 
on  the  Chicago  and  Eastern  Illinois  Railroad,  is  similar  to  the  explana- 
tion given  by  him  as  to  rates  to  Illinois  points,  and  the  general  dis- 
cussion of  this  subject  is  therefore  deferred  to  section  15  of  this 
chapter  (p.  211). 

Central  and  eastern  Indiana  are  largely  served  by  railroads  which 
at  the  same  time  connect  with  Whiting  and  with  Toledo,  Cleveland, 
and  other  eastern  refining  points.  Those  railroads  have  it,  therefore, 
wholly  within  their  power  to  establish  a  different  rate  adjustment. 

Section  13.  Tariffs  of  the  Chicago  and  Eastern  Illinois  Eailroad  to  Indiana 
points. 

The  low  rates  to  western  Indiana  points  shown  in  the  preceding 
tables  have  all  been  made  b\"  the  Chicago  and  Eastern  Illinois  Rail- 
road, either  over  its  own  tracks  alone  or  in  combination  with  the 
Evansville  and  Terre  Haute,  which  is  an  afiiliated  line.  Similar  low 
rates  were  named  by  the  same  railroad  to  a  numl>er  of  smaller  towns. 
Thus  the  5i-cent  i^te  applied  to  Goodland  and  Veedersburg,  Ind.,  and 
Danville,  111.,  as  well  as  to  Attica,  Brazil,  and  Terre  Haute,  and  the 
8i-cent  rate  applied  to  Sullivan,  Princeton,  Mount  Vernon,  and  Wash- 
ington, Ind.,  as  well  as  to  Vincennes  and  Evansville.  All  these  rates 
were  raised  by  the  railroad  soon  after  the  Bureau  called  attention  to 
them. 

The  Chicago  and  Eastern  Illinois  Railroad  does  not  itself-  reach 
Whiting.  It  starts  in  Illinois  at  Chicago  and  receives  oil  at  Dolton, 
111.,  from  Whiting,  for  delivery  to  points  in  Indiana.  The  railroad 
conij)any  has,  liowever,  assumed  that  shipnu^nts  from  Whiting  through 
Illinois  l)ack  into  Indiana  were  intrastate  shipments  and  has  made 
taritl's  to  a  nunil)er  of  Indiana  points  which  it  has  not  tiled  with  the 
Interstate  Commerce  Conunission.  These  so-calli^d  State  tnritfs  have 
been  issued  in  connection  with  the  Chiea<ro  Terminal  Transfer  liail- 
road.  the  switching  line  which  brings  the  oil  from  Whiting  to  the 
tracks  of  the  Chicago  ami  Eastern  Illinois  at  Dolton,  III.,  17  miles 
from  Chicago.  As  is  more  fully  explained  in  Chapter  VI,  section  V2^ 
the  unfiled  tariff  which  named  the  sj-ceiit  vnto  to  Evansville  and  the 
other  points  just  mentioned  was  undoubtedly  inttMuled  to  be  kept 
secret,  espi^cially  since  the  Evansville  rate,  which  departed  from  the 
published  taritl*  rate  of  11  cents,  was  used  not  oidy  on  business  ter- 
minating at  Evansville,  but  on  obviously  interstate  business  destined 
to  points  in  the  South. 

One  taritr  of  the  Chicago  and  Eastern  Illinois  Railroad,  on  which  oil 
was  carried  from  Whiting  to  points  in  Indiana,  was,  however,  tiled  with 
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the  Interstate  Clominerce  Commission.  This  tariff  reads  from  Dolton 
Junction,  111.,  to  various  points  in  both  Indiana  and  Illinois.  It  named 
the  5i-eent  rate  already  referred  to,  and  provided  for  the  absorption 
of  switching  from  Whiting  to  Dolton.  On  the  other  hand,  some  of 
the  other  tariffs  of  the  Chicago  and  Eastern  Illinois,  reading  from  Dol- 
ton to  points  in  Illinois  alone,  which  similarly  provided  for  the  absorp- 
tion of  switching  from  Whiting, .were  not  tiled  with  the  Interstate 
Commerce  Commission.  In  other  words,  the  Chicago  and  Eastern 
Illinois  took  advantage  of  the  location  of  Whiting  and  of  its  own 
tracks  to  issue  what  it  was  pleased  to  call  State  tariffs  on  business 
moving  from  Whiting  to  points  in  Illinois,  and  also  from  Whiting 
through  Illinois  and  back  to  points  in  Indiana. 

Although  some  of  the  tariffs  reading  from  Dolton  were  thus  filed 
with  the  Interstate  Commerce  Commission,  they  would  never  have 
come  by  any  ordinary  means  to  the  attention  of  competing  shippers. 
A  shipper  would  naturally  look  for  rates  from  Chicago,  or  from 
Whiting  itself,  and  not  from  an  insignificant  station  like  Dolton, 
which,  being  in  the  Chicago  switching  limits,  would  naturally  be  sup- 
posed to  take  Chicago  rates.  For  the  purpose  of  testing  the  pub- 
licity of  these  Dolton  rates,  at  the  request  of  an  agent  of  the  Bureau 
of  Corpomtions,  a  competing  oil  concern  at  Chicago  in  1905  tele- 
phoned the  local  agent  of  the  Chicago  and  Eastern  Illinois  for  rates 
on  oil  from  Chicago  to  two  points  in  Illinois  covered  by  one  of  the 
Dolton  tariffs  filed  ^th  the  Conunission.  He  was  quoted  the  regular 
fifth-class  rates  from  Chicago,  in  one  case  over  three  times  as  high  as 
the  rate  from  Dolton,  and  in  the  other  one  and  one-half  times  as  high. 
Though  the  tariff  did  not  read  from  Chicago  proper,  Dolton  is  in  the 
Chicago  switching  limits  and  the  Chicago  shipper  should  obviously 
have  had  the  Dolton  rates,  just  as  the  Standard  did  from  Whiting. 

This  point  is  more  fully  disc'ussed  in  connection  with  some  of  the 
more  important  rates  made  by  the  Chicago  and  Eastern  Illinois  Rail- 
road from  Dolton,  namely,  those  to  Evansville,  Grand  Junction,  Tenn., 
and  East  St.  Louis,  which  are  described  in  Chapters  VI  and  VII, 
respectively. 

V.    RATES    FBOM   WHITINO  AND    FROM    COMPETINO    REFINING 
POINTS  INTO  ILLINOIS. 

The  State  of  Illinois  may  be  divided  into  two  main  areas  with 
respect  to  oil  transportation.  The  first  includes  the  territory  of  the 
Central  Freight  Association.  This  lies  southeast  of  a  line  from  Chicago 
to  East  Burlington,  and  covers  the  larger  part  of  the  State.  To  this 
terrritory,  which  is  covered  by  the  present  chapter,  through  rates 
on  oil  are  named  from  eastern  refining  points.  To  the  northern  and 
northwestern  part  of  the  State,  on  the  other  hand,  through  rates  on 
oil  are  not  named  from  eastern  refining  points.^  \>\\llV\v>.  Y^Vfc^^xvji  wv^vS.^^ 
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up  by  combinations  based  on  Chicago  or  Peoria.  To  this  northern 
and  northwestern  section  the  rates  from  Whiting  are,  in  most  cases, 
quite  hi^h,  but  the  eastern  refiners  are  still  at  a  disadvantage  to  the 
extent  of  the  full  local  rate  which  they  must  pay  to  Chicago,  because 
of  the  failure  of  the  railroads  to  prorate  on  oil.  This  situation  is  dis- 
cussed in  Chapter  V. 

Section  14.  Comparison  of  rates  in  relation  to  distance. 

The  rates  from  Whiting  to  such  points  in  Illinois  as  can  be  reached 
by  through  rates  from  eastern  refineries  are  relatively  much  lower 
than  the  rates  from  such  competing  points,  giving  Whiting  a  decidedly 
greater  advantage  than,  by  its  natural  position,  it  would  enjoy  under 
any  ordinary  rate  adjustment.  The  rates  from  Whiting  and  from  east- 
ern refining  points  to  East  St.  Louis  and  Alton  are  more  fully  discussed 
in  Chapter  VII,  for  the  reason  that  these  rates  have  been  used  not  so 
much  for  delivery  to  these  points  for  local  (consumption  as  for  dis- 
tribution into  the  Southwest  generally.  For  comparison,  however, 
the  rates  until  recently  in  force  to  East  St.  Louis  are  included  in  the 
following  table,  which  shows  also  the  rates  from  Whiting,  Toledo, 
Cleveland,  and  Pittsburg  to  four  other  leading  towns  in  Illinois: 

COMPARISON   OF  OIL    RATES    FROM    WHITING    AND    FROM   TOLEDO.  CLEVELAND.    AND 
PITTSBURG  TO  LEADING  POINTS  IN  CENTRAL  AND  EASTERN  ILLINOIS. 

JiaUit  in  ccnt^  per  himdred  poumli*. 


To-  I  From  Whiting.,  From  Toledo.      ^"^^nd."'''^"         ^^ui^a^ 


Miki^.f'  RaU.  }filrM.  Untc.  Milrt^.  Rate.  Milrtt.  Rate. 

Danville 121           <*5i  2.50  12  342  144  460  19i 

Decatur 173              tJ  323  l'»  41(1  17i  .'>27  22| 

East  St.  Louis 1        2X1            '6  433  17  522  |  19i  613  24i 

Peoria 150              6  'Xis  l.=>  430  17i  562  22| 

Springfield IN")  \)  3«i2  17  451  I9i,        566  2-li 

[ I 

Ratfn  in  cents  ptr  ton  per  milt. 

r^  From  From  From  From 

*^~  Whiting.       T«»led(..      Cleveland.,  Pittsburic. 

Danville |  O.sy  o.%  0.85  0.85 

Decatur '  .M  .W  .84  .85 

Ea.st  St.  Ix)tiis I  .43  .  7«»  .  75  i  .80 

Peoria I  .80  .V.I  .SI  .j<o 

Springfield .*.»7  .94  .86  .87 

"  Sain<'  nitt"^  "pply  from  oil  (Mty  and  other  \V(.'»^ifrii  Pennsylvania  refining  points, 
''('onipult'd  from  Chicago. 
c  \ik\W  in  etTcct  up  to  1>.M).'>. 

This  table  shows  at  onco  that  the  rates  from  Whiting;  to  leading  points 
in  Illinois  are  low.  While  tht*  clitTerences  in  ton  inih»  rates  are  not 
lar^e  in  themselves  it  must  be  remembered  that  railroad  companies 
ordinarily  make  very  much  lower  rates  per  mile*  on  shipment's  as  long 
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as  those  from  Cleveland  and  Pittsburg  than  on  much  shorter  ship- 
ments, like  those  from  Whiting. 

The  rates  from  Toledo  to  a  larger  number  of  points  are  compared 
with  the  i-ates  from  Whiting  in  the  following  table.  The  rates  from 
Findlay,  another  important  independent  refining  point,  about  the 
same  distance  from  Illinois  points  as  Toledo  is,  are  the  same  as  the 
Toledo  rates. 

COMPARISON   OF  OIL  RATK8  FROM   WHITING   AND   FROM  TOLEDO  TO  POINTS  IN  CEN- 
TRAL, EASTERN,  AND  SOUTHERN  ILLINOIS. 
[Rates  in  cents  per  hundred  jiounds.] 


To- 


I    DJffer- 

I  I  ence  in 

From         From    ,  favor  of 

Whiting.!  Toledo.  1  Whiting. 


Alton 

Belleville 

Bloomington . 

Cairo 

Champaign... 

Danville 

Decatur  

EaHt  St.  Louis. 

Effingham 

Mattoon 

Peoria 

Springfield  ... 
Vnndalla 


fee 

7 
11 

b5\ 
7 

be 

9 
( 

6 
9 
9 


17 

19 
15 
12 
15 
17 
17 
15 
16 
17 
17 


Distiince. 
From    i     ™_-_, 


6i| 


11 

8 
8 
9 
8 


Miles.    , 
257 
295  ' 

127  ! 
3e5  ' 

128  i 
124 
173  I 
•281, 
199 
172 
150 
185  I 
230  ' 


Miles. 
423 
447 
320 
491 
288 
•250 
323 
433 

:«8 

322 
338 
3(i2 
:{86 


a  Computed  from  Chicago, 

fe  Rates  cancele<l  in  1905. 

f(t  oenU*  to  Eaut  St.  Louis  +  ?10  per  car  via  Illinois  Central. 

The  rates  from  Toledo  ar(%  in  most  cases,  about  double  the  rates 
from  Whiting,  although  Toledo  is  considerably  less  than  twice  as  far 
away  from  most  of  the  points.  Toledo  is  almost  exactly  twice  as  far 
as  Whiting  from  Danville;  the  rate  has  until  recenth^  been  118  per 
cent  higher;  under  ordinary  railroad  practice  the  rate  for  250  miles 
would  be  onh-  about  50  per  cent  higher  than  for  124  miles. 

The  rates  per  ton  per  mile  are  compared  in- the  following  table: 

COMPARISON  OF  OIL   KATES    PER  TON    PER   MILE   FROM  WHITING  AND   FROM    TOLEDO 
TO  LEADINC;  POINTS  IN  CENTRAL,  EASTERN,  AND  SOUTHERN  ILLINOIS. 


To- 


Alton I 

Belleville ' 

Bloomingrton ! 

Cairo j 

Champaign , 

Danville I 

Decatur ! 

2848^—06 14 


From 
Whiting.  1 

From 
Toledo. 

Ouh. 

(tnOt. 

no. 47  ' 

o.m 

«.54  ' 

.76 

1. 10 

.ft4 

.m\ 

.  77 

1.09  1 

l.(H 

".W| 

.96 

.HI    1 

.m 

To- 


East  St.  LouIm. 

Eftingham 

Mattoon  

!V»oria 

Sprin^eld 

Vandalia 


From 
Whiting. 

From 
Toledo. 

end. 

fW*/. 

a  0.48 

().7f 

.00 

.W 

.81 

.H3 

.m 

.fUt 

.97 

.«>4 

.78 

.88 

M  Rate  in  effect  up  to  1W5. 
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With  only  three  exceptions  the  rates  per  ton  per  mile  are  lower  from 
Whiting  than  from  Toledo,  though  Whiting  is  so  much  nearer  to 
Illinois  points  that  one  would  naturally  expect  the  ton-mile  rates  to  be 
much  higher  than  from  Toledo^  The  difference  in  favor  of  Whiting 
is  in  most  cases  considerable,  but  is  especially  conspicuous  in  the  cases 
of  East  St.  Louis,  Alton,  and  Belleville,  which  were  supplied  by  the 
Standard  Oil  Company  on  secret  rates  more  fully  described  in  Chap- 
ter Vll. 

Since  the  distances  from  Whiting  and  from  Toledo  differ  so  widely, 
it  is  impossible  fulh^  to  appreciate  the  relation  of  the  rates  per  ton  per 
mile  without  comparing  them  with  some  standard  showing  the  noi'nial 
relation  of  rates  to  distance.  This  may  be  done  very  clearly  by  use 
of  the  Central  Freight  Association  mileage  scale,  alreadj^  presented 
in  Chapter  I.  It  was  there  noted  that  the  rates  per  ton  per  mile 
decrease  materially,  as  distance  increases.  The  rates  on  fifth-class 
goods  of  the  Official  Classification  correspond  closely  to  the  oil  rates 
from  Toledo.  The  rates  per  ton  per  mile  on  fifth-class  commodities 
under  the  Central  Freight  Association  scale  for  the  distances  from 
Whiting  to  the  various  points,  and  for  the  distances  from  Toledo  to 
the  same  points,  ma}'  therefore  be  compared  with  the  actual  ton-mile 
rates  on  oil.     This  is  done  in  the  following  table: • 

COMPARISON  OF  TON-MILE  RATES  ON  OIL  FROM  WHITINU  AND  TOLEDO  TO  ILLINOIS 
POINTS.  WITH  TON-MILE  RATES  ON  FIl-TII  CLASS  FOR  CORRESPONDING  DISTANCES 
UNDER  THE  CENTRAL  FREIGHT  ASSOCUATFON  SCALE,  1904. 


To— 


Alum 

Bt'Uevillr.... 
BIoomiuKton. 

Cairo 

(MiamimiKii  . . 

Dftiiville 

Dfcatur 

East  St.  Louis 
EniuKhaiii  . . . 

Matt(H.n  

I'foria 

Spriii^Mu'ld... 
Vau'lalia 


Miff 


From  Whiting. 

From  Toled 

o. 

JCC. 

Oil  rati'. 

Fifth- 
(•lav>*  rale. 

Distance. 

Oil  mte. 

Fiflh- 
clasK  rate. 

(S. 

Outs. 

( 

tut)'. 

Milf>t. 

(>/»/*. 

( >»«/*. 

2/>7 

0.47 

1.02 

42:i 

O.so 

0.82 

2y.'> 

•     .r>4 

.97 

417 

.76 

.80 

rj7 

1.10 

1.40 

320 

.94 

.92 

:i«M 

.  t'A) 

.  SK 

491 

,  77 

.72 

V2X 

1.09 

1.  10 

2SS 

1.04 

.97 

IJl 

.  .H'.» 

l.«K) 

2'>0 

.96 

1.08 

173 

.SI 

i.:;i 

\M\\ 

.93 

.92 

•JKI 

.  i:5 

.  '.'7 

V.<\ 

.79 

.80 

iin» 

.i<o 

1 .  20 

\\\s 

.98 

.89 

172 

.SI 

i.:;i 

:;22 

.93 

.92 

l.'X) 

.  SI 

1.  10 

33.^ 

.S9 

.89 

1,S.T 

.*J7 

1.2(1 

;',(i2 

.94 

.  .NS 

2;«) 

.  7S 

I.o> 

3Ni 

.88 

.85 

This  tahle  shows  forcibly  tin*  al)ii(>nn}il  adv}inta<^(^  of  \\'hitlng  over 
Toledo.  It  will  bo  socmi  that  from  Toledo  tho  ton-inih^  rates  on  oil  are, 
l)ro:idly  speaking,  ai)out  the  same  as  th(»  ton-mile  rates  for  corresp:) tid- 
ing distances  on  tifth-class  goods;  whih'  tiie  ton-mile  rates  on  oil  from 
Whiting  are  from  20  to  over  5.*)  ])er  ccMit  lower  than  those  on  fifth-cla.ss 
ai'licles  for  corresponding  distances  under  tlu*  Central  Freight  Associ- 
Hthni  niileno^e  scale. 
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Section  15.  Discussion  of  reasonableness  of  rate  adjustments. 

The  situation  of  Illinois  is  somewhat  different  from  that  of  most  of 
the  other  territory  covered  by  the  Central  Freight  Association,  because 
it  receives  oil  from  Whiting  by  railroads  which  are,  for  the  most  part, 
wholly  distinct  from  those  which  reach  the  more  eastern  refining  cen- 
ters.    The  same  holds  true  of  western  Indiana. 

The  traffic  manager  of  the  Standard  Oil  Company,  in  discussing  the 
rates  into  Illinois  and  western  Indiana,  stated  that  the  railroads 
reaching  this  territory  made  a  practice  of  naming  low  rates  from 
Chicago,  not  only  on  oil  but  on  other  commodities,  in  order  to  increase 
their  traffic.  If  the  refining  of  oil  were  chiefly  confined  to  points  far- 
ther east,  it  is  claimed  that  the  railroads  leading  out  from  Chicago 
would  either  get  no  haul  at  all,  in  the  c^ase  of  points  which  could  be  - 
reached  directly  by  the  Central  Freight  Association  lines,  or  they 
would  get  only  proportions  of  through  rates  on  oil  shipped  from  the 
east  via  Chicago  or  other  junction  points.  These  proportions  would 
necessarily  be  comparatively  low.  It  is  argued,  therefore,  that  the 
Chicago  roads  are  only  following  ordinary  business  principles  in  favor- 
ing the  local  refinery,  because  by  this  means  they  get,  as  nearly  as 
possible,  all  the  traffic  going  into  this  territory,  and  secure  the  entire 
freight  charges  instead  of  mere  proportions. 

There  is  undoubtedly  some  force  in  this  argument.  It  is  true  that 
on  some  other  commodities  than  oil  the  Chicago  railroads  make  rela- 
tively low  rates  into  Illinois  and  into  Indiana  in  order  to  Imild  up  Chi- 
cago as  a  producing  point,  and  thus  to  increase  their  traffic.  F^ven  if 
it  should  be  granted,  however,  that  they  have  acted  for  their  own 
interest  in  naming  low  rates  on  oil  from  Whiting  to  this  territory,  the 
question  would  remain  why  the  railroads  of  the  Central  Freight  Associ- 
ation keep  their  rates  from  competing  refining  points  so  high.  The 
natural  polic}'  of  these  roads  would  appear  to  be  to  lower  their  rates, 
in  order  that  their  business  into  this  territory  might  not  be  reduced  to 
a  minimum.  In  other  words,  the  normal  tendency  of  railway'  competi- 
tion would  be  to  l)ring  about  low  rates  from  lx)th  directions  into  terri- 
tory which  is,  in  some  measare,  naturally  tributary  to  both  eastern 
and  western  refineries.  The  furtlier  argument  of  the  Standard's  traffic 
manager  that  the  Central  Freight  Association  lines  keep  up  their  oil 
rates  in  general  because  they  wish  to  conserve  their  revenues,  and 
l)ecause  they  l)eli(»ve  they  have  a  natural  monopoly  of  the  oil  business, 
is  obviously  fallacious  with  respect  to  territory  which  can  be  advanta- 
geously reached  from  Whitinjj.  The  way  for  th(»  railroads  to  conserve 
their  revenues  is  to  reduce  their  rates  into  such  territory  and  therein' 
keep  their  traffic. 

It  is  difficult  to  avoid   the  conclusion  that  the  present  rate  adjust 
ment  on  oil  into  this  territory  is  due  to  the  ability  of  the  Standard  Ovl 
•Company  to  dictate  the  policy  of  the  vaWvoads,  \H>\\i  vn\A  ^w^  nn^^"^- w^ 
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such  manner  as  to  compel  discrimination  in  it^  favor.  It  should  be 
stated,  however,  that  the  Central  Freight  Association  lines  were  quite 
possibly  unaware  how  low  were  the  rates  until  recently  prevailing  f i^om 
Chicago  to  East  St.  Louis,  Alton,  Danville,  Terre  Haute,  EvansViUe, 
and  some  other  points,  these  rates  having  been  kept  a^  secret  as  possible. 

Section  16.  Publicity  or  secrecy  of  rates. 

Several  of  the  railroads  which  tmnsport  oil  from  Whiting  to  points 
in  Illinois  have  seen  lit  to  treat  this  as  State  business,  and  have  regu- 
larly failed  to  file  their  tarifi's  on  such  shipments  with  the  Interstate 
Commerce  Commission.  These  tariffs  in  some  caees  have  read  directly 
from  Whiting,  but  in  other  cases  have  read  from  Chicago  or  junction 
points  in  Illinois  near  Chicago.  In  the  latter  cases,  however,  the 
tariffs  have  either  themselves  provided  for  the  '"absorption"  by  the 
railroad  of  switching  from  Whiting,  so  that  its  rate  would  carry  the  oil 
through  from  Whiting  to  destination,  or  this  provision  has  been  made 
by  general  orders  and  application  sheets  covering  all  commodities. 
Whiting  and  Hammond,  Ind.,  and  two  or  three  other  points  in  the 
vicinity,  have  for  years  been  treated  by  the  milroads  as  within  the 
Chicago  switching  limits,  and  Chicago  rates  have  applied  from  them 
in  all  cases  where  the  revenue  was  sufficient  to  justify  the  absorption 
of  switching  charges.  The  officers  of  the  Standard  Oil  Company  and 
of  some  of  the  railroads  say  that  the  milroads  have  in  such  cases  failed 
to  tile  with  the  Interstate  Conmierce  Commission  tariffs  on  various 
other  commodities  as  well  as  on  oil. 

The  rates  on  oil  from  Whiting  to  Illinois  points  over  the  lines  of 
the  Chicago  and  Alton,  the  Chicago,  Burlington  and  Quincy,  and  the 
Chicago  and  Eastern  Illinois  railroads  have,  for  the  most  part,  until 
very  recently  not  been  tiled  with  the  Interstate  Commerce  Commission. 
The  Chicago  and  Northwestern  and  the  Illinois  Central  have,  how- 
ever, tiled  all  their  rates.  These  published  tariff  rates  of  the  Illinois 
Central  include  many  points  to  which  rates  wtMc  also  named  by  the 
Alton  and  the  Chicago  and  Kastern  Illinois  in  tariffs  which  were  not 
tiled  with  the  Commission.  In  many  cases  rates  in  the  untiled  tariffs 
were  the  same  as  in  th(»  Hied  tariffs,  and  there  was  no  secrecy  al)out 
them.  In  other  cases,  as  shown  elscnvliere,  the  untiled  rates  were 
secret,  and  departed  from  the  rates  tiled  by  the  same  or  other  niilroads. 

It  has  already  been  stated  (section  18)  that  some  of  the  oil  tariffs  of 
the  Chicago  and  Eastern  Illinois  Railroad  were  tiled  with  the  Interstate 
Comnierct*  Connnission.  One  of  these  in  particular  named  very  low^ 
rates  to  ctM'tain  points  in  both  Illinois  and  Indiana.  These  tariffs,  how- 
ever, read  from  Polton,  an  unfamiliar  junction  ])oint.  and  did  not,  on 
their  face,  apply  from  Chicago,  and  it  has  been  ])ointed  out  that  a 
Chicago  shi])per.  who  recently  in<juir(»d  for  rates  from  Chicago,  was 
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quoted  rates  much  higher  than  those  from  Dolton.  This  same  shipper 
at  another  time  was  temporarily  refused  the  benefit  of  other  low  rates 
from  Dolton,  even  when  he  had  ascertained  their  existence,  although 
later  the  railroad  allowed  him  these  rates  from  Chicago.  Some  of 
these  low  rates  of  the  ('hicago  and  Eastern  Illinois  have  been  advanced 
since  the  Bureau  called  attention  to  them. 

As  is  more  fully  shown  in  Chapter  VII,  moreover,  the  oil  rates  from 
Whiting  to  East  St.  Louis  and  Alton,  as  well  as  to  some  western  Indiana 
points,  were,  beyond  question,  secret,  as  well  as  exceptionally  low  and 
discriminatory.  In  the  same  chapter  will  be  found  some  further  refer- 
ence to  the  policy  of  the  railroads  in  failing  to  publish  tariffs  on  oil 
from  Whiting  to  Illinois  points. 

VI.  CONCLUSION. 

Section  17.  General  comparison  of  rates  in  the  Central  Freight  Associa- 
tion territory. 

It  has  been  shown  be3'ond  question  in  this  chapter  that  the  Standard 
Oil  Company's  refinery  at  Whiting,  Ind.,  has  })een  unduly  favored  by 
the  railroads  against  the  competing  refineries  at  Toledo,  Cleveland, 
and  Pittsburg.  This  discrimination  has  existed  in  more  or  less  marked 
degree  with  respect  to  practically  all  the  territory  into  which  the 
Standard  Oil  Company  has  an}'  occasion  to  ship  large  quantities  of  oil 
from  Whiting,  including  southwestern  Ohio,  large  portions  of  Indiana 
and  Michigan,  and  all  of  Illinois.  While  some  rates  from  Whiting  have 
been  advanced  since  the  Bureau's  investigation,  many  important  dis- 
parities still  exist. 

Essentially  the  same  rate  adjustments  which  exist  with  respect  to 
the  three  independent  refining  points  just  mentioned  exist  also  with 
respect  to  Findlay  and  Marietta,  Ohio,  and  with  respect  to  the  refin- 
ing points  in  northwestern  Pennsylvania.  Generalh'  speaking,  the 
rates  from  Findlay  are  the  same,  or  nearly  the  same,  as  the  rates  from 
Toledo,  and  the  rates  from  western  Pennsylvania  refineries  the  same 
as  the  rates  from  Pitts})urg.  The  rates  from  Marietta  to  points  in 
Indiana  and  Illinois  are  usually  the  same  as  the  rates  from  Cleveland, 
while  to  northern  Indiana  and  Michigan,  on  acc'ount  of  the  greater 
distance,  the  Marietta  rates  are  considerably  higher  than  those  from 
Cleveland. 

That  the  comparisons  for  selected  points  which  have  })een  presented 
in  this  chapter  are  fairly  typical  of  the  conditions  in  the  territory  as  a 
whole  may  be  seen  })v  the  more  extended  ta})les  api)ended  to  the 
present  section.     These  tables  are  as  follows: 

CoiajHirafir*'  rnion  on  petndemit  and  Itn  jpnnlnrfs  fnnit  Whitf)i(j^ 
Toledo^  Clt^relotid^  nyid  Pittshnnj^  mifft  dixtatn'tH  n)nl  /v/vv////^  prr  t*ni 


214  TRANSPORTATION  OF  PETROLEUM. 

per  mlle^  190^. — This  table  includes  9  points  in  Ohio,  12  points  in 
Michi^n,  14  points  in  Indiana,  and  12  points  in  Illinois;  also  Louis- 
ville, Ky.  An  examination  of  this  table  will  show  that  in  almost  every 
case  the  rates  from  Whiting  are  more  favorable,  when  the  distances 
are  taken  into  account,  than  the  rates  from  any  of  the  other  refining 
points;  particularly  in  view  of  the  principle  that,  ordinarily,  rates  per 
mile  should  be  less  for  long  hauls  than  for  short  hauls  in  the  same 
territory. 

CoinparlHon  of  oil  rate^  und  jiftk-chuH  rates  fnnn  Whlthig^  ToUdo^ 
Cleveland^  PHtxhnnj^  and  Marhtta  to  jtouds  hi  Ohio^  Indiana^  Michl- 
(jan^  and  IlUnol^^  lOOJf,, — This  table  includes  a  somew^hat  larger  num- 
ber of  points  than  the  other.  It  shows  that  in  almost  every  case  the 
oil  rates  from  Whiting  are  considerably  below  the  fifth-class  rates. 
The  oil  rates  from  Toledo,  Cleveland,  and  Marietta  are  also,  in  most 
cases,  lower  than  the  fifth-class  rates,  but  the  difference  is  decidedly 
less  than  in  the  rates  from  Whiting.  The  rates  on  oil  from  Pittsburg 
are  in  most  instances  higher  than  the  Kfth-class  rates  by  from  1  to  3 
cents  per  hundred.  The  columns  comparing  the  oil  rates  from  inde- 
pendent i-c^fining  points  with  those  from  Whiting,  as  measured  by  fifth- 
class  rates,  are  particularly  significant.  These  columns  are  computed 
by  subtracting  from  the  amount  by  which  the  oil  mte  from  Whiting  is 
lower  than  the  tifth -class  rate  the  amounts  by  which  the  oil  rates  from 
other  |X)ints  are  lower  than  the  fifth-class  rates,  or  by  adding  the 
amounts  by  which  the  oil  rates  from  such  points  are  higher  than  the 
fifth-class  rates  where  this  is  true. 

It  will  be  seen  that  Whiting  lij\s  uniformly  a  material  advantage 
over  all  the  other  retining  points  in  oil  rates  as  measured  by  fifth-class 
rates.  The  apparent  exception  in  rates  to  a  few  Ohio  points  should 
be  disregarded,  because  they  are  found  only  where  the  Stiuidard  has 
no  occasion  to  ship  from  Whiting.  It  has  been  fully  shown  in  the 
discussion  of  the  several  portions  of  the  territory  that  in  general  there 
is  no  sufficient  ground  for  these  ditfereiices  in  favor  of  Whiting.  On 
the  contrary,  in  most  instances,  the  principle  of  connnodity  rate  making 
would  apparently  lead  the  railroads  to  make  relatively  even  lower  rated 
on  oil,  in  <*()mparison  with  lifth-class  goods,  from  the  more  easterU' 
retining  points  than  from  Whiting. 

(luin<j<s  xnii't  /SS7  ill  I'ititx  nn  i>*i mU  n m  find  tts  jn'tfd^irt  fro}h  ^V^^^f~ 
imu  L'*in(i^  'lithdit^  CI*  rtlitnd.and  Pitfshn/'(i  fit  juf*nfs  In  (\  ikiral  VreUjht 
As.sficiafinn  trn'ttnrj/.—  TWx^  tahl(\  covtM-ing  the  saini*  destinations  as  the 
Hr^t,  shows  that  in  no  cas**  were  the  rat«vs  from  ^^'hiting  advanced 
during  this  perFod  until  toward  th<'  <'los«»  of  VMK)  or  the  Ix^ginning  of 
IIMm;.  wIhmi,  doubtless  largely  as  a  nvsult  of  the  investigations  of  the 
Hunnin,  th(»  rate>  to  Michigjin  [)oints  and  to  certain  northern  and 
western   Indiana  i)oints  were  nicreascd.     On  the  other  hand,  the  nites 
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from  Toledo  were  quite  generally  advanced  in  1891,  while  in  1900 
there  was  an  increase  of  approximateh^  20  per  cent  in  the  oil  mtes 
from  Toledo,  Cleveland,  and  Pittsburg  alike  to  pi-actically  the  entire 
western  part  of.  the  Central  Freight  Association  territory.  This 
increase  was  in  mo«t  cases  2  cents  pef  hundred  pounds.  It  is  true 
that  about  the  time  when  this  advance  of  1900  was  made  the  Central 
Freight  Association  lines  raised  their  west-bound  rates  on  many  other 
articles;  but  this  advance  on  oil,  in  the  face  of  the  unchanged  low 
rates  from  Whiting,  was  not  only  unjust  to  eastern  refiners  but  also, 
apparently,  injurious  to  the  interests  of  the  railroads  themselves. 

COMPARATIVE  RATES  ON  PETROLEl'M  AND  ITS  PRODUCTS,  CARLOADS.  FROM  PITTS- 
Bl'RG.  PA.,  CLEVELAND  AND  TOLEDO,  OHIO.  AND  WHITING,  INI).,  TO  POINTS  IN  CEN- 
TRAL FREIGHT  ASSOCIATION  TERRITORY,  IN  OHIO,  MICHIGAN.  INDIANA,  AND  ILLINOIS, 
AND  TO  LOUISVILLE,  KY.,  1904. 

[Not K.— Pittsburg  rate*  also  apply  from  Oil  City  and  other  western  Penn.**ylvania  refining  point*^.  and 
Toledo  rates  in  general  apply  from  Findlay  and  Lima,  Ohio.  MinuN  signs  show  difference  in  rate 
against  Whiting.] 


OHIO. 


From- 


<IN(:iNNATI. 


CI.EVEI.ANI). 


i-5  -^  JIv  I 


P>      5^    5         i         S      a2-c   H         5         s      S-o  '£         3 


COLUMBl'S. 


littfrburg.  Pa 313 

Cleveland.  Ohio 244 

Toledo,  Ohio Jll 

Whiting,  Ind 295 


Pitti«burg.  Pa 2».3 

Cleveland.  Ohio 1x8 

Toledo,  Ohio 1.V2 

Whiting,  Ind '264 


m\ 


a».     Of*.     Of. 

14 

m 

10 

11 


.95 
.75 


4    0.95 
-»       .9t) 
-4      1.05  I 
H3  I 


135 


(tf.        CIS.       CY«. 
10         -4i    1.4« 


113 
339 


299 
1&4 
51 
190 


9 
14i  . 


-5i    1.59 

...      .86 


Hi,        4i  0.97 

10  ' 1.22 

74     -2i  2.94 

10    I.a5 


193 
138  ! 
124  I 
302  I 


315 
265 
251 
421 


i  an.    a*,    ttf. 


8 

8        -6i 


Sli     1.14 
64     l.'iO 


1 

1  RONTON. 

14   , 

-34 

13 

44 

124 

5 

«174  . 

1.29 
.96 


0.89 
.98 
1.00 

.83 


Wttsburg.  Pa '261  124         t\   0.96  i 

Cleveland.  Ohio 152  9        -I      1.18' 

Toledo.  Ohio 79  54       -44    1.39 

Whiting,  Ind '20^  10    96 


SPRINGFIELD. 


238 
\U 
131 
271 


124 


8 
nl2 


4  i.a5 

-S  I   I.IO  1 
-4  I  1.22 
89 


248 
113 


233 


124 

8 


-i 


1.01 
1.42 


.86 


MICHKiAN. 


ANN    ARBOR. 


HATTI.K  TRKKK. 


PittHburg.  Pa .522 

Cleveland.  Ohio 387 

Toledo.  Ohio 274 

Whiting.  Ind 431 

IMttJ*burg.  Pa 475 

Cleveland,  Ohio :i40 

Toledo,  Ohio 227 

Whiting,  Ind 27r. 


25  ' 
21  i 

16i 


IN 

14 

13 


MJ  0.9<'. 

44  1.09 

i  1.35 

...  .77 


lOi 


0.  99 
1.06 

l.2:^ 


293 

158 

45 

247 


173 

60 

272 


164 
124 

64 

9    . 


74  1.13 

84  1.58  I 

ii  2.89  I 

...  .73  1 


12i 

9 

64 
10    . 


O.M 

l.(M 

2.17 

.74 


.361 
226 
113 


18i 

134 

104 

84  . 


1.02 
1.19 
r.86 
1.04 


<iRANI»    RAIMI»<. 


414 
279 
lti6 
17h 


19i 
Hi 


0.  \H 
1.04 

1.  15 
\.V\V 


"See  as  to  this  rale,  p.  19*2. 


216 


TRANSPORTATION    OF    PETROLEUM. 


COMPARATIVE  RATES  ON  PETROLEUM  AND  ITS  PRODICTS.  CARLOADS,  FROM  PITTS- 
BURG, PA.,  CLEVELAND  AND  TOLEDO.  OHIO,  AND  WHITING,  IND..  TO  POINTS  IN  CEN- 
TRAL FREIGHT  ASSOCIATION  TERRITORY.  IN  OHIO,  MICHIGAN.  INDIANA,  AND  ILUNOIS. 
AND  TO  LOUISVILLE,  KY.,  1904— ContinutHi. 

[Note.— Pittuburg  rates  also  apply  from  Oil  City  and  other  western  Pennsylvania  refining  pointu,  and 
Toledo  rates  in  general  apply  from  Findlav  and  Lima,  Ohio.  Minns  signs  show  difference  in  rate 
against  Whiting.] 
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COMPARATIVE  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS.  CARLOADS,  FROM  PITTS- 
BURG. PA.,  CLEVELAND  AND  TOLEDO,  OHIO,  AND  WHITING.  IND..  TO  POINTS  IN  CEN- 
TRAL FREIGHT  ASSOCIATION  TERRITORY.  IN  OHIO,  MICHIGAN.  INDIANA.  AND  ILLINOIS. 
AND  TO  LOUISVILLE,  KY.,  1904— Continued. 

[Note.— Htteburg  rates  alw)  apply  from  Oil  City  and  other  western  Pennsylvania  refining  i>ointa,  and 
Toledo  rate-s  in  general  apply  from  Findlay  and  Lima.  Ohio.  Minus  signs  .show  difference  in  rate 
against  Whiting.] 
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•01  wj  i!0 
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I 
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- 
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H 

^ 

J 

J* 

0 

t 

< 

u. 

^ 

c 

>. 

x; 

a. 

>^, 
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x 
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H 

■< 

y. 

oi 

5^      I 


-     £ 


•.nto  no 

•sSHI.)  IpjII  ,>A«M1V 

".♦na  110 


ift  1^  TJ  C  ?:     Cl~l~"^ri     CO  z  o 


r  I-  ^  r.  X    XI 


ift  »^  »c    i/;  »^  »o 


f-     eetftsefse  'S^stiss^ 


It  i/t  i.t        i/t  \n.  ut 
.ct--rd    srci-^x'  — 


ic  if:  it      •':  fc- 
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-^ 

r 
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•  ti 
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j»* 

TO 
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-     -"S 
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»d«n-^tc  «e^^^M  ti^9e«^«^     ^^^eoe  se^^iM^  -m-.-m    so  -n  "«9^  — 


i©    »«»«  »©.«    J2 


'  ^  c^  ri   rj  c^    '  i-I 


»-^      '^         C*     C^r-i- 


**  ''^                                                     ic     ic         cc       «^      ic  "ft  •c  »Ci/r  lit      if;  tc  »ft  ic      »c 

£  ^  ii  C^  ^   $5  S^  *  5  5   5  S  *  "^  25  '*"     -»■  'JC  !>•  -r  !■«.   -r  X  'T  ■^  Iff  1-  »c  iri  r<.  t>«'  tc  It*  Tt*  X  id 

lit  i!t  lit  i-t               iCiCic   i/t     ic «c     ifi         ic ic  ic  ift   >t  »/t         ift  i-t  ic  ift  la «ft  if:  ic ic 

r  1-^  -r  Tf  -r  r*  m"  -r  -r  !■«.  ■^  isi  -r  i-^  ri 

•©       ******    »«•«»«    •9»'9t9                                •«»«              J*       •«•«  ke>9i9  •9ie»«J* 

tCseSS^ce    »'^^»«»l    9I^C9<"«S^       09«r^S9f    ^Ij^iMS©*!  9IMS9Q89I9  SO^t^^l^^^S 


iC  »ft      .rt  ic    «c      ift 
I-'  "J"  JC  f'  •»•    I-'  r»  i-^  i>. 


Ut         i(t 

I*  -r  r*  M  r*   ic  -T  t-  id 


.ei9  »«»«i' 


i:;  I 


iC 

ir; 

tr. 

iC 

iC 

CI 

^^^!Zx^   S?55Jh*   *^iiS»32     2i*'"^    t*doid«  t>.xi*xi>.*   i^xxdx   i^ic 


-  I-.'  .-I  CI     -H  ^ 


CC     ^r-i?4r-i 


•C         iC       »/t 
!■«  ic  o  id  X   r<.'  X  1^  X 


ic  ut  lit  ic  ic i/t ut    ic      ic  It      ic     in  i.t  •/:      »f:    icift irt  ir:        it     i<t  ici.t    ic      ic ic 

2  ;£  ^  IZ  jj   S*  ?« ^  2S  ^   ti  ^  ^  ^  ^  ^     id  3J  c> »  o»  id  y  -r  id  «   id  ci  x  ci  ai    x*  3i  id  j<  3» 


ift  i/t  't  iC  iC  i/t  ift  it 

x'  id  id  id  oi  x'  ai  a»  oi 

•9           .9  '***!* 

96  Mm    '«  9e>9  99,9 


3 

a 

:  1 

:  '-a 

X     a 


2   § 


iftiftiC 
CI      '  r-i  m"  r-t     M  ^ 


ift  i/ti«i<ti-t  iC  iC  iTtiCi/t 

iCrt-T"*"!--    i>»r^iC"*-i»    Vi-'Tecjpec      -riditidut    — x.-Iw?5    ■^«C'rirt-r    'rxtcx^c 


it  .ft       ift  iC        ift 

"T  r-i  ^^  cc  •»•    -^  ift  -r  I? 


lOiC^fl     iC        i/t 


iCift        ift  i<t       iC 


iCiC  i-t  i(t  i!t  iC 

ccocic^i/:    jc-r-rid 


•09e9e«»9    •9t«'M*9>9    t©**! •9 91 1*99  *99«t>9-^       *9e««    *^      *^*     *C*f    *i^919e«I)| 


I  I  ^ 


lit  l-t  Ift         •    it  It    •      tf 


It        It  ut 

'  -•  ri  rJ  r* 


ri   ri  .-•  ?i    .  et 


tti  it  lO       it  it  lO       »t     it 

-x^x'^r    "Tr-.-cr-x    octot^^'Ti-:      Jccc-Titcc    eoxo— 'o    ceo  —  sc-^    i-;«ox« 


it  it  it  »t 


iC  it  It  it  it  It  it  it  it  •/ 
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TRANSPOBTATION    OF    PETROLEUM. 


MOVEMENT  OF  RATES  ON  PETROLEl'M  AND  ITS  PRODUCTS.  CARLOADS,  FROM  WHITING, 
IND..  TOLEDO.  LIMA,  AND  CLEVELAND.  OHIO.  AND  PITTSBCRG.  PA..  18»7-1906.a 

[Rates  in  cents  per  hnndred  ptninds.  except'as  noted.] 


To  Adrian, 
from- 

1 '  =■  1 

Mich.. 

To  Allegan 
from- 

Mli 

►Ih, 

To  Ann  Arbor,  Mich.,      To  Battle  Creek, 
from—                    Mich.,  from— 

Year. 
1887 

Cleveland,  Ohio. 
1  Pittsburg.  Pa. 

a   .2  : 3 

1      K>     Bi 

ill 

0  is  !S: 

124    174... 
121    17Ai 

^  1 

!- 1 

1       1      ?     § 

1      1      1    i   1 

"    S    ^    2 
101 

§  1  s 

114  .... 

1888 

;       1 

n....\ 

9l    12li 10 

74  ....'....    144  ....     9    J...J  16* 

1889 

!     7        ft 

74     5     lOi  114  ....     9       8  '  lU   161 

1890 

i 

12* 

174 

....     5    ....    144 '    8 

....    16* 

1891 

....    ii"5i 

10  '        ] 

10     10  :  121 

74     54    lOi 9       9 

U*.... 

1892 



124 1    9 

*i6'  io' 

10  !  10 

124 

i?i 

Hi 

9 

8  ...: 

8      54 
....     5i 

104  144    ^i 

m\ - 

104'----     ** 

... 

9 

11*   16* 

1893           

'  aij  fti 

n 

11* 

1894 

10     eV.  51 

9 

l?i 

lU  --.. 

1895 

124 
124 

8    

l(H 

....     H 

.1  lU  ..-• 

1896 

1897 

10     rii    hi 

10       (>i     hi 
10    .....     61 

9i 

9 
9 
9 

io  !  io 
10  :  10 

....|10 
in 

....      9 

8       5* 

8       54 

....     54 

5A 

104 

9     

1898 

1899 

91 

124 

124 
i-ii 

174 

104 

144  H 
iei'^N 

»  ,  11*   16* 

1900 

1901 

10       74     Gk 

11 

144     9  1  12  ;  12 

194     9       9       64    124 

101 

13*    18* 
11U 

1902 

1903 

1904  . 

:::;  li  S 

.... 

144-... 
14i.... 
144 

....    12    .... 
12     12    .... 
12    

194.... 
19i  .... 
Ittii 

....     64.... 
9      64.... 
9 

i64.  .. 

16i.   ,. 

m'  hI 
....  Ii>i 

? 

19a> 

1906 

10  ..,.  «i 

12      ...... 

'' 

144 

9 
12 

....    12     144|  194 

9 
12 

....     64   124 

ml  is*  ii4 

1 

To 

Cadillac 
from- 

Mich., 

To  Detroit, 
from- 

Mich..    I    To  Grand  Rapidji. 
Mich.,  from — 

Year. 


1KM7 

1H88 

1H89 

1890 

1891 

1892 

1893 

1891 

lH9r) 

I89r. 

1H97 

189M 

1H99 

19(K) 

11W)1 

VAr* 

190:5 

1901 

190.'> 

llKkl 


13  12 
13  12 
13    ... 


-       E- 


13      12  I   ITi    21  i 


12  !._._ 

12  U\    . 

12  ir,   . 

12  HI    . 

12  Hi    . 

12  

12  l»i 


10 
10 


10 
10 
10 


C      s=      c     "= 


>         X        .^ 


3.->    (• 


a    ^ 

2      H 


5'  . 


13      II      11      l.s      23i    10 


12  i 


I  <'3.-> 

i    lOi  ....' 

i    104  ....    10  9 

.    104  ........  9 

i  . . .        9  I  10  10 

i  104    9  : 

i 10  10 

4  . . . .      9  !  10  10 

i 10 

i  . . . .      9     10  10 

.    lOi      9     10  10 

i    lOi      9    ....  10 

10 

9     12  12 


m{% 


ftTU 


124 

174 

124 

17* 

174 

124 
124 
124 
124 
124 
124 

iii" 


17* 


174 
17* 


144  ,  19* 


13 
It 


....    23i  .... 
....    -2:^  .... 

....   2:ii 

1^     2:^   10 
12 


♦u .... 


12i  . 
124. 
12i  . 
l-'i 


....  12 
12  12 
12    .... 

....    12 


....  194 

....  194 

....  19* 

144  ;  194 


<'\V<'ij,'ht  of  burrcl  of  hulk  oil  in  tank  cars  in  l.ss?  wa^  usiially  tixi'«l  arl»itrarily  at  315  pound.**:  a 
liarrel  of  oil  in  ihv  wood  \va.<  ii.sually  rarried  on  artiial  weiKbt.  avt'raj^o  aliont  390*i)ound.«*.  Present 
arbitrary  weigbts  are:  in  tank  (•ars.*32(>  ivoiinds  i>or  barrt'l:  in  \\o(.<l.  t(H)  im.uiuIs  per  oarrel. 

''Rate  in  cvxu^  per  barrel,  in  barrels. 

c  Kate  in  <'eius  per  barrel,  in  tank^. 
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MOVEMENT  OF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS.  CARLOADS.  FROM  WHITING, 
IND..  TOLEDO,  LIMA.  AND  CLEVELAND,  OHIO,  AND   PITTSBURG,  PA.,  1887-1906«— Cont'd. 

[Rates  in  cent*  per  hundre<1  pounds,  except  as  noted.] 


V*»f* 


vm. 
imu 


Jim. 

IHTT. 
1902, 


To  Jtickhoii,  Mtuh,. 


1 1 1  I 

^  i  ^    ? 


J. 


...  104  Hi 
.*.  fi  61  101  141 
I    6U...    141 

V       «  I    7     lOi,... 
9    ....  ,...j  Wi    141 

....,...„'  10*,,-. 

9      I*      7     104'-- 
»  I    8  I    7  !..„    U4 
9   ....'    7     llk4   Hi 

...  ....     7  U„.  ..,. 

9  ,    »       8  <  121'  164 


To  K&liiniajUK), 
.Ufcli.,  from— 


-      JC 


SI    10 

iH  10 


^  |i|£ 
=:  1 1  '  » 

6    E 


lU  lu 

111  m 

m 


ToLan.^ing,  Mich., 
from— 


i 

»  .,.    

10  I  l^l....^    ff 
....    1141  16i     t> 

10    luL...... 

'-     114} 


10     I14| 
§4   10     10     114 


I 


*      *  I  c 

o 


1; 


»■'« 


B|    10 

1*4 --^.,  ,. 
I  10 

B4  12  12 
--U 


10 

10     U4 


m 


164,. 


]»4     9    11 


lU 

It  If 

'    nil 

...J  Hi 
i    lU 

104|  1E4 


IS* 
154 
la* 


m 
m 


17* 


9 
12 


«  L..,    144 "   IZ  ---- 

K   .../  16*....    12     12 
164 IS! 

H     12*1  164'    £t^'<' 
...1... 104 


13    131 


IS*.*..'  11     lOii,. 
IS4""    11    .^.^  -- 

m   u  ....  104  m 
....  la  I „!. 


17* 

m 

17* 
17* 


Vi'kr. 


Tn  Mtu'kiiiiiw  City.   Td  Muvlceiroii,  UlclL, 


-        .C  -I 


C     "H 


1      S? 


.   :=    o    '? 


*    c     ^-     i     I    I    o    ^     5     ^ 
^    «    "b    ^    -f    ^     I     s     £    5 


To  BuflDMW.  MIa-Ii.. 
from— 


1  a 

.     i     i     ^ 
I     C     1      ^ 


—     c     ± 


f      .5 


^    2    &:    U    S 


15 

15 


19 


19 


1M7.., - 

%mt 

1X89 15  14 

1890 14 

1891 U>i  16i    19 

1892 ir>i 

1893 16i  16i    19 

1894 16i....  U\i    19 

1895 19 

1896 16i    IGi  UJi    19 

1897 m    U)i  16i.... 

1898 Ifii....  16i.... 

1899 l«i 

1900 


m  - 


10 


23       9 


•2:\ 


9 


9 
9 
10     10 


10 
10 
10 
10 
10 
10 
10 


m  17*1. 


9 


124.. 
124.. 
12i,.. 
124|.. 
12['.. 
12i|.. 


10     10     10 

10    

....    10    .... 
10    ....    10 


10      10     10 
10     10     10 
12i    17i    10    ....    10 
10 


1901. 

1902 I.Hi....    25 

1903 184    18i....    25 

1904 I8i 25 

1906 16i....    18i    21      25 

1906 184 


161    18i    1K4    21      '25       9      12     12      144    194    10      12     12 


124  164 
....1  164 
124.... 
124  16t 
124.... 
121.... 
121.... 
121.... 

'i'ii  "UH 

141  '181 


12 

...    12      12 
...    12    .... 
9    ....    12     141! 
12    


191. 


12 

...  12  12 
...  12  .... 
10  ....  12 
12    


....  181 

....  181 

....  181 

141  181 


oWeiRhtof  iMirrel  of  bulk  oil  in  tank  cfirs  in  1887  wa.*<  usnally  fixed  arl>ilrHrily  at  315  p<>und.»«:  a 
barrel  of  oil  in  the  wood  wa.s  usually  carried  on  actual  wciKht.  average  about  390  pounds.  Present 
arbitrary  weights  are:  in  tank  cars,  320  pounds  per  barrel;  in  wood.  400  jKjunds  per  barrel. 

'>Rate  in  cents  per  liarrel.  in  barrels. 

t-Rate  in  cents  per  barrel,  in  tanks. 
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TRANSPORTATION    OF   PETROLEUM. 


MOVEMENT  aF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS.  CARLOADS,  FROM  WHITING. 
IND.,  TOLEDO.  LIMA,  AND  CLEVELAND,  OHIO,  AND  PITTSBURG.  PA.,  1887-1906 a— Cont'd. 

[Rate«  in  cents  per  hundred  pounds,  except  as  noted.] 


i  To  Cincinnati.  Ohio, 
from— 


Year. 


1H87  . 

1888. 
1889. 
1890. 
1891  . 
1892. 
1893. 
1894. 
1895. 
1896. 
1897. 
1898- 
1899. 
1900. 
1901. 
1902. 
1903. 
1904. 
19a=). 
1906. 


12       7i 


-      >      5 


To  Cleveland,  Ohio,  | 
from— 


To  Lima,  Ohio, 
from— 


To  Toledo,  Ohio, 
from— 


.2     o 


a    I 


^.  £  i  2 

5  c  -  o 

^  i  i  ■§ 

•?  £  -=  c 

^  :?  J  S-i 


11  8 
11  8 
11    .... 


,..  M7    ....i f^y    .... 

-.:«'38  I....I C2ft    .... 

...    12  !....      7i 8i  .... 

8i  12  I....  7i  6i  ....  8i  .... 
..,    12 84  .... 

8i....i....|    74     74....; 

84   12  I I    741....     84.... 

84....!-...      741     74 

JH 7<     74 

84    12    .........      74 

84'........     7i:    74............. 

....    12  ^....1     74^     74....I....  .... 

84    12    .........      74  ....      841.... 


*^i7 


71 


F    ^    o 

I    I     ^ 
^     ^     £ 


t^  ' 


-U 


11     10     10     104   14 


7i. 
9 


104,.,,; 

104..,.' 
...  10 

104;   10 


=     S     If 

I   I   J 

£       >      3 


:::  3 


.1  10 


10     10 


54 


.    10       4    .... 
..10       4    .... 
74^041  10  

9*  'iii'ioT'si!!!! 


101 
10* 
m 

ioi 


«» 


104 

104 


8  <  124 


10    ....    14    ,     9    ....    10    ........  54... 

....    10     10    ....    14    ....      9       9    ....    10     10    ....  54... 

...    10     10    ....    14    ....      9       9    ....    10     10    ....  54... 

11    ....    10     104    14     144....!    9    ....    10     10    ....  54     9 

U 14i 12    ....  54... 


124.... 1 

124  10     54 

124  10      54 

124    10    8 

....    12    


124 
124 
124 
124 


1887. 

18HS. 
1889. 
1890. 
1891. 
181»2. 

is^;'.. 

1M«M. 
lS«)r). 
iHlWi. 

lsi>7. 

1H«»M. 
1H9«». 
I'.MK). 
VA)\. 
I'.xrj. 
VMi. 
IIKM. 
]'.»(>:>. 
I'.HK".. 


Year. 


To  Attica.  Ind.. 
fronj — 


12' 


IJi  17 
....  17 
I'Ji  ... 
IJi    17 

rji  ... 


12i 


10 
10 
10 
10 

12 


To  Brazil,  Indr, 
fnun — 


3,      -7.      - 


h-^ 


i-j;   i7i . 


1-2 


i'.»i  . 

ii»i  . 


lo     10 
10     10 


I  To  Evansville,  Ind.. 
from — 


S     "^     ^ 


^     •=      c     7:. 


9 
10 


12 


12i  . 


174....    11 
174    12     12 


12 1  m 


12i  .  . . 
12i  17 
I2i  .  . . 
I2i  . . . 
12i  17 
12i 


'iSl  . 


13     13  I 


13 


17i  . 


12i    17 


l/>75 

184 
2U4 

204 

aoi 


1^4 
154 
154. 
I04  .... 
15;  204 
154.... 
....  204 
154    2l»4 


17 


224 


11 
11 


15 
15 
15 


...  224 

...  224 

...  '224 

174  224 


"  Wtiirlit  <tf  Imrrt'l  of  Imlk  oil  in  tank  cars  in  lss7  \vn>  usuallv  fixcM  arl>itrarily  at  31.t  pound}*:  n 
l>jirr«'l  n|'  oil  in  the  \vo<m1  \vii««  n-^itmlly  o»irric«l  <>n  actual  \vrii:lit.  aviniK*'  :il"»nt  '.^A)  iKMinds.  Pn'M«ni 
ttrhitrury  \\fii:lits  an*:  in  tank  cars.  320  i»<nni<l^  p<r  harn-l:  in  \\u<m1.  1(M)  pounds  per  barrel. 

''  kale  in  <'«'nts  jut  barrel,  in  barrt'l>. 

'  Katr  in  ri-nt^  |>«t  barr«'l.  in  tank>. 

'' .Vj»j»li('abK'  only  t<»  local  sliipniciits  np  to  lsv7:  ilicrcaftcr  to  >liipnicnts  clcstined  beyond  al.*^.). 
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MOVEMENT  OF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS.  CARLOADS.  FROM  WHITING. 
IND..  TOLEDO.  LIMA,  AND  CLEVELAND,  OHIO.  AND  PITTSliURG,  PA.,  1887-190ti a— Cont'd. 

[Rates  in  centa  per  hundred  pounds,  except  a*  noted.] 


To  Fort  Wayne. 
Ind.,  from— 


To  Indianapolis, 
Ind.,  from— 


To  Logansport, 
Ind..  from— 


Year. 


S     X     Zr 


^    S    i    3    ^- 


S    ^    I    ^    ill   S    ^ 


~       i      >      s      —  I 

B  c  s 'a  IS 

-;     E-     g  ,  E  I  ^ 


3     ii 


h4H 


54! 


..1 134... 


c40    .... 

84   124  .... 

84    124  ....     7  I    8     10  ,  134  ... 

,....    124 '........    134... 

H      64'    eii    #J  ........     8  I    8     10    

8  I iti     Si   124 1    8  :  10     134|... 


1887 

1888 

1889 

1890 

1891 

1892 ,  ,        , 

1893 ;....      rt4     H\    H  8; 

1K94 8  I....      fil      8i|  »       8 

1896 ;....      +4;    mi  ft....; 

1896 8  I     64     tH      Si    ...      fl       8 

1897 8  ;    64     *i,  I'M     8      8 

1898 8  1....     Ai     8i   134     ^     -•■ 

1899 h\ 

1900 ;    81     74      Til  10     Hi 

1901 

1902 

1903 8 

1904 8 

190o 8  I 

1906 9 


ff      be 
I      1 


841. 

74; 


8  10 

8  10    ........      9 

8     10     134 .... 

8  10    ....]     8       9 

8  |....'  134:     8  I     9 

8  lU     1341    8    ... 

8  I 


^I2 
<'314,.... 

....,  164 
11 4  <  164 

....I  164 
II4I.... 
114   164 

114.... 
114.... 

114   164 

114  .... 

....  164 
114   164 


10     10      12      1.54|     8      11  I  11      134    IH* 


..  74....  144..... 

74  74....  14i.... 

74  74-...  144.... 

..  74    10  144      8 


....    10-  ....    154 '....;  11 

10  10  ....  154  ....  11  11 
10  10  ....  154;....  11  i  11 
....  10  I  12  154;  8  ....  11 
i     8    ....;.... 


....    184 

1S4 

....    184 
134   1H4 


Year. 


To  South  Bend,  Ind.. 
fmm— 


-.  ii/i ', 


Sf    o 


1887 


188H.. 

188».. 

1890.. 

1891.. 

1892.. 

1893.. 

1894. 

1895.. 

1896.. 

1897.. 

1898.. 

1899.. 

1900  . 

1901.. 

1902.. 

1903.. 

1904.. 

1906.. 

1906.. 


642 
CM 

...rlli 
9  114 
9 1 

10  ,   Hi 


164. 

164. 
164. 


5    .. 


10 
10 
10 
10 
10 

I  J" 
10 
12 


114. 
114  . 
114. 
114  . 


164 


114 


To  Terre  Haute, 
Ind..  from— 


1        ^ 


To  VincenneM.  Ind., 
from— 


i^      2     f> 


1;        jd        — 

3.2:      is 


?1||::S}- 


...10 

54.... 

...     10 

54    10 


54  10 
164  54  10 
KJ4.. 


12 
12 
12 
12 


134      184 12 

•>4 

....      1H4 12 

....     184 ]'2     12 

. . . .     IHi 12     12 

134     184 12 


650 
r38 
124 


pY 


124 


124. 
124 
124. 
124 . 
124 
124  . 


6«i6 

174, 
174. 
174, 


131 
174      M 


3352: 


134 


134 


174. 


124 

'i44 


174. 
174 


13 

.1  13 


194 


Hi 


,  134  . 
134, 
134i. 

134. 

1:54 

134. 

134 


(^'67 
\r51 

174 
174 
174 

174 


174 

"iii 

174 


154     194 


14i 


194  . 
194  . 
19i  . 
194 


15 
15 
J  5 


...  194 

...  194 

...  194 

154  194 


"Weight  of  barrel  of  bulk  oil  in  tank  cars  in  IsxT  was  usually  H.xed  Hrbltrarily  at  315  immuuIp:  a 
liarrelof  oil  In  the  w«mm1  was  usually  carried  on  actUHl  weijfht.  average  alMiut  39U  im»uii«1s.  Pn-MMil 
arbitrary  weiRhtH  are:  in  tank  cars.  320  jMnnids  jkt  barrel:  in  wo<nl.  400  im)Uii<1>  per  barrel. 

6 Rate  in  cent*  i>er  barrel,  in  barn-N. 

fRate  in  cents  i>er  barrel,  in  tanks. 
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MOVEMENT  OF  RATES  ON  PETROLEUM  AND  ITS  PROUrCTS.  CARLOADS,  FROM  WHITING, 
IND..  TOLEDO.  LIMA.  AND  CLEVELAND.  OHIO.  AND  PITTSBURG.  PA.,  1887-1906 a— Cont'd. 

[Rntes  in  eentu  pt-r  hundred  pounds,  except  as  noted.] 


To CHin>.  111.,  from-,     ^o  ChUaKO Jll.. 


Tn  DftiiviHe,  111  . 
from— 


To  Decatur.  III., 
from — 


Year. 


-'      -      * 


^      ^ 


^•g      ^. 


i:      O 


i  5t 


188H 

14 

1889 

1890 

12 

14 

1891  . 

j- 

1892 

1893 

1894 

17 
17 

1895 

18% 

1897 

1898  .  . 

17 
1" 

1K99 

1900 

19 

1901 

1902 

1903 

19 

1904 

19 

1906 

5     t      i.      <      J      ^ 


s-     ::?     J 


t 

o 


9V^    \ 


S     5  I  5 


IftTO 


c       J 

H     ;..     a,     ^ 


ii      >      *     ^ 

J-i       r.       2^       * 


o 

*      *£  -^ 

E   !  ^  C 

2     H  5 


Ifi'!'i94   24     !!!i    9   "'9 

Iti  ...    24 

17  19i 10  I  10 

17  194    24    1  10 

17  19i 10  I  10 

17  19i  ....  10 

17  19i    24 


19i... 
17  ....  24 
17     19i    24 

17    

19     21  i   26    . 


...I  10 
...1  10 


10 
10 
10 
10 
10 
10 
12     12 


12i  17i  ....  9 
12i    17i  ....      9 

■  -..1  174 

124 10 

124:174    r>4.... 

124 10 

124....     54  10 

1241  174 

124....  54  10 
...  174  54  10 
124   174 


I  m 


ill:::' ::--l 


171  „. 
17|.., 


144  194  ....  12 
.......     54.... 

....  194 

...:  194  ■...  12 
...  194  ... .  12 
1441  194 

...; 54 


m 

9  L„. 
10     124 
....    m   I7|i    7 
10     I2i„,4    7 

10     124  .--4--^- 

...  m  m'.-.- 
10  lai-,.,;  T 

17i!    T 

10     124   17i,.-.. 

10  L„ 

12     144   l»41,-- 


1^ 


ftTO 
>53 


tM 


12 
12 
IS  ^ 


fc58 
<-44 
HI. 

.  .1  m 

m  aoi 
...  aoi 
154!.... 

Ibk   20i 

12  IS  154.... 
IS  13  154-... 
,..  ..^!  154  204 

13  IS  I  154.... 

la  ....I....'  204 

.*.  IS  I  154;  204 
.„  13  ....!-... 
IS     lli  I  174   224 


1906. 


19  ....  20  ;........  12 

19  ....  26  ;....;  12  12 

19    26    ....    12  12 

19  214  26    ....!....  12 


..  194.... 

..  191... 

12    194;..,. 

12  '  144'  19|*,.. 


.._  IS  ....'  224 

15  15    224 

15  16  ....;  224 

...  1&  1741  224 


T 


To  R&si  St.  Ix>ui.s, 
111.,  from— 


Yenr. 


To  Peoria.  111., 
from — 


5f     c 


c    1     ^ 

^-      5        r 


To  Springfield,  111.,      To  Louisville.  Ky., 
from—  from— 


^     C 


i^      i?      J 


C      '     ^  9t 


1K^7  . 


\m^ ... 

1889  . . . 
1K90  ... 
1S91  ... 
1891!  . . . 
1S93... 
1.S9J  ... 
lH*»o  . . . 
1S'»<>  . . . 

1897  . . . 

1898  ... 

1899  . . . 
11KK>... 
19(ll  ... 
liKH'  . . . 
19()3  ... 
1»HM  . . . 
\WFt  . .  . 
VM\  . . . 


13 
13 


j:^? 


14 
It 

ir> 
1.') 
!."> 
1) 

ir> 

15 

1.") 
i.-> 


'•8<l    I 


17' 

13 

HFi 

'""l 

"]V 

17' 

13 

17' 

•>•>! 

l"i 

"^l 

1) 
6 

13 
13 

19i 

■J4i 

'i.V 

21i 

24: 

ir>" 

'•44 
14i 


12  I   12 
12 


l.">i 
l."»,i 
l''i 
15i 
l'»i 


19.1  . . 
2Ui  .. 


•jo;  . 


13 

u 


Vi, 


|si ||i|s 


1^78    \ 
«'.=»9    i 

20 
•22i  '/12 
•22i  ... 


12    ;    13 


17J 

V* 

'2'2l 

12 

V» 

•K'i 
•jii 

rfll 

12 
12i 

"i-ii 

24  i 

•I'j! 

144 
144 

66S 

!l  *^ 

17 
17 
17 


12  IS 

12  13 

12  13 

....  13 

r24.... 

124  13 
124.... 
144    15 


17 
17 


10 
10 


1: 

17 
17 
17 


19i      •-Mi 


•J4i  . 


144  .... 

144  .... 

144  .... 

144  l.=> 


19 
19 
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"Weight  of  barn-l  <»f  l>ulk  oil  in  tank  cars  in  l^*^7  was  ustially  tixi-d  arhitrarily  at  315  pounds:  a 
barrel  of  oil  in  the  w<mh1  \va<  nsually  rarrie<i  on  actual  wt-iulii.  avrraire  about  390  iHiundM.  Fn»>;ont 
arbitrary  weights  are:  in  tank  cars.  :V20  poinuN  per  barrel:  in  wood.  100  poun«ls  p<T  iwrrcl. 

''  Kate  in  cent>  per  barrel,  in  barrels. 

'•  Rate  in  cents  per  barrel,  in  tanks. 

''To  north  side  of  river:  one-half  <'ent  more  to  L()uisville  for  local  u-e. 


CHAPTER  V. 

WESTEEN  AND  NOETHWESTEEN  STATES. 

I.  GENERAL  CONDITIONS  OF  OIL  TBANSPOBTATION. 

Section  1.  Source  of  oil  supply. 

The  present  chapter  relates,  broadly  speaking,  to  the  West  and  the 
Northwest  as  distinguished  f roni  the  Southwest.  The  territory  cov- 
ered lies  west  and  north  of  a  line  drawn  from  Chicago  to  St.  Louis, 
and  extending  thence  westward  to  the  Pacific  coast.  A  separate  chap- 
ter discusses  the  transportation  of  oil  in  and  from  Kansas,  and  another 
chapter  the  transportation  of  oil  in  and  from  California. 

It  should  be  borne  in  mind,  however,  that  until  a  few  years  ago  oil 
was  not  produced  in  any  large  quantities  in  Kansas  or  California,  and 
piuctically  the  entire  We^t  received  its  petroleum  products  from  east- 
ern refineries.  Indeed,  up  to  1904,  refined  products  derived  from 
Kansas  oil  were  not  very  widely'  distributed,  the  territory  supplied  being 
chiefly  in  the  State  of  Kansas.  The  opening  of  the  large  refinery  of  the 
Standard  Oil  Company  at  Sugar  Creek,  Mo.,  near  Kansas  City,  toward 
the  close  of  1904,  and  the  enlargement  during  the  same  year  of  the 
production  of  refined  oil  at  its  refinery  at  Neodesha,  Kans.,  has  led  to 
a  very  considerable  extension  of  the  area  supplied  largely  with  Kan- 
sas oil. 

This  chapter  is  chiefly  concerned  with  the  conditions  prevailing 
during  and  prior  to  1904,  and  therefore  contains  a  full  discussion  of 
the  rates  from  Whiting  and  from  points  farther  east  into  the  western 
territory  generally,  without  regard  to  Kansas  as  a  source  of  supply. 

For  the  past  few  years  the  refined  oil  sold  by  the  Standard  Oil  Com- 
pany on  the  Pacific  coast  has  come  chiefly  from  California  crude,  though 
formerly  it  came  almost  wholly  from  the  East.  California  crude  oil 
3'ield8  very  little  naphtha,  and  hence  there  is  still  a  very  large  ship- 
ment of  this  product  from  the  East,  so  that  the  railroad  rates  are  still 
a  matter  of  some  importance. 

A  glance  at  the  maps  opposite  pages  54  and  57  of  this  reiwrt  will  show 
the  situation  of  the  eastern  refineries  with  respect  to  the  western  and 
northwestern  territory,  with  which  this  chapter  deals.  It  will  l)e  seen 
that  the  great  refinery  of  the  Standard  Oil  Company  at  Whiting,  Ind., 
just  outside  of  Chicago,  is  nuich  nearer  to  this  section  than  any  im|K)rtant 
competing  refinery.  The  only  inde})endent  refinery  west  of  Chicago 
in  1904,  except  in  Texas  and  California,  was  that  at  Humboldt^  Kvvus,, 


226  TRANSPORTATION    OF    PETROLEUM.  ^ 

which  was  exceedingly  small.     The  main  center  of  the  competing 
rerining  industry  is  still  in  Ohio  and  western  Penns^'lvania. 

The  present  discussion,  therefore,  consists  chiefly  of  a  comparison  of 
the  rates  from  Whiting  with  the  rates  from  refining  points  in  Ohio  and 
Pennsylvania.  For  this  purpose  it  is  sufficient  for  the  most  part  to 
consider  only  the  rates  from  the  independent  refineries  at  Toledo, 
Cleveland,  and  Pittsburg.  The  independent  refinery  at  Findlay,  Ohio, 
takes  the  same  rates  into  this  territory  as  Toledo;  those  at  Marietta 
take  the  same  rates  as  Cleveland,  and  those  at  Oil  City,  Warren,  and 
other  western  Pennsylvania  towns  take  the  same  rates  as  Pittsburg. 

Section  2.  Absence  of  through  rates  or  prorating  arrangements. 

The  fundamental  fact  with  respect  to  the  transportation  of  petro- 
leum products  from  eastern  refineries  into  the  West  is  the  absence  of 
through  rates  or  of  proportional -rate  combinations.  From  all  refining 
ix)intvs  east  of  Whiting  the  rates  are  made  by  the  addition  of  the  full 
local  rates  of  the  cjustern  lines  from  such  refining  points  to  Chicago,  or 
some  other  western  gateway,  and  the  full  local  rates  from  that  point 
to  destination.  The  local  rates  to  all  these  gateways  are  rather  high, 
and  the  independent  refiners  are  therefore  at  a  marked  disadvantage 
in  competing  with  the  Standard  Oil  Company's  refinery  at  AVhiting. 

On  practically  all  commodities  except  oil,  prorating  arrangements 
exist  between  the  eastern  and  the  western  lines,  by  which  the  through 
rates  from  the  East  to  a  large  part  of  the  area  west  of  Chicago  are  materi- 
ally lower  than  the  sum  of  the  local  rates  to  Chicago  and  thence  west. 
If  the  railroads  would  pronite  on  oil  as  they  do  on  other  commodities, 
the  position  of  the  competitors  of  the  Standard  Oil  Company  would  be 
much  improved. 

To  minimize  the  importance  of  this  arrangement  to  the  Standard  Oil 
Company,  its  officcMs  state  that  it  ships  very  large  (juantities  of  petro- 
leum [)r()da(ts  from  its  plants  east  of  Chicago  into  the  West,  paying 
the  same  freight  rates  as  other  refiners.  This  is  true,  but  the  Eiist 
furnishes  only  a  small  proportion  of  the  Staiidard  Oil  Company's 
shipments  into  the  western  territory,  and  a  large  proportion  of  what 
it  does  furnish  consists  of  the  more  valuable  ])r()ducts  of  petroleum, 
on  which  a  difl'erence  in  freight  rates  is  less  important  than  on  ordi- 
nary rclined  oil.  Thus  the  great  lubricating  oil  works  of  the  Standard 
Oil  Company,  at  Franklin,  Pa.,  and  Rochester,  \.  Y.,  ship  large  quan- 
tities of  higli-grade  lubricants  into  the  AVcst.  Thes(»  are,  for  the  most 
part,  not  to  be  considered  competitive  ])roducts.  The  oils  manufactured 
i)y  the  (iaiena  Works,  at  Franklin,  are  chieMy  intended  for  railroad  use, 
and  th(»  Standard  Oil  Coin])any  has  a  virtual  monopoly  of  this  business. 

Tlie  Standard  Oil  Company  also  ships  c<^nsiderable  (juantities  of 
gasoline  from  its  eastern  refineries  into  the  West,  for  reasons  already 
sutrtrcsted  in  Chapter  I  (p.  5(1).     The  total  volume  of  gasoline  ship- 
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nient8  is,  however,  much  less  than  that  of  refined  oil,  and  the  value  of 
gasoline  during  recent  years  has  been  considerably  greater  than  that 
of  illuminating  oil  of  ordinary  grades,  so  that  it  is  less  affected  by 
freight  charges. 

The  traffic  manager  of  the  Standard  Oil  Company  states  that 
during  1905  the  refineries  of  the  Standard  Oil  Company  at  Pitts- 
burg and  Franklin,  Pa.,  shipped  more  than  1,000  carloads  of  refined 
illuminating  oil  to  ('hicago,  St.  Ix)uis,  and  points  farther  west.  This 
is  a  large  quantity,  approximating  probably  100,000  barrels.  Never- 
theless, it  is  onk  a  small  fraction  of  the  oil  produced  by  these  two 
plants,  which  was  over  900,000  barrels  in  1904,  and  it  bears  a  very 
much  smaller  ratio  still  to  the  output  of  the  Whiting  refinery,  which 
in  the  same  year  was  more  than  2,900,000  barrels.  Furthermore,  the 
refined  oil  thus  shipped  into  the  West  consists,  in  considerable  meas- 
ure at  least,  of  exceptionally  high  grade  brands,  for  which  there  is  a 
special  demand  on  the  part  of  some  consumers,  and  which  can,  there- 
fore, better  afford  to  pay  high  freight  rates  than  common  illuminating 
oil  can.  It  is  impossible  to  produce  as  fine  illuminating  oil  from  the 
Lima  crude,  which  is  used  at  the  Whiting  works,  as  from  the  Penn- 
sylvania crude,  and  the  fancy  brands  have,  therefore,  to  be  manufac- 
tured largel}'  in  the  East. 

Section  3.  Rates  from  eastem  refineries  to  Chicago,  Peoria,  and  East  St. 
Louis. 

As  has  been  stated,  the  rates  from  eastern  refineries  to  most  points 
in  the  West  are  made  up  by  combining  the  full  local  tariff  rates  from 
these  refining  points  to  the  western  gateways  with  the  full  l(>cal  I'ates 
from  such  gateways  to  destination.  Except  for  small  areas  near  the 
several  gateways,  the  combination  rates  from  point  of  origin  to  final 
destination  are  the  same  by  whichever  gateway  the  traffic  moves.  This 
is  true  not  only  of  oil  ])ut  of  other  commodities.  The  most  important 
gateway  to  th<»  West,  of  course,  is  Chicago;  but  others  which  are 
frequently  used  are  Peoria  and  East  St.  Louis. 

The  following  table  shows  the  rates  from  Toledo,  Cleveland,  and 
Pittsburg  to  (*ach  of  thes<»  three  gateways: 

OIL  RATES  AND  FlhTH CLASS  RATh>;  FROM    TOLKDO,  CLF.VELAND.  ANI>   PITTSBrRlJ   TO 

CIIICACK),  TKORIA.  AND  EAST  ST.  LOUIS. 

fKntos  ill  cents  ikt  hun<lre<l  poundH.] 


From  From  From 

Toledo.  Clovi'lHiKl.  IMtt-biirK. 

■^""  on  i  ""•'  on"   ''"'"  Oil     ••f"" 

"*^*^*-      rate.  '*'^''-      mte.  ""'"•      rate. 

ChiciigQ ij  \:\  ii.T)        15  I'.K.s         \H 

Peoria lf>  irt  17.  f>        17. :»  21'. :»         2t).r» 

EjiM  St.  IxmiM 17  IH  19.5         19. 5  ..'4.5  £1.^ 
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The  oil  rates  shown  in  this  table  are  relatively-  high.  This  fact  may 
be  appreciated  b}"  comparison  with  the  fifth-class  rates.  Oil  is  a  much 
cheaper  commodity  than  most  of  those  covered  by  the  fifth  class  of  the 
Official  Classification.  It  will  be  remembered  that  when  the  Official 
Classification  w  as  first  adopted,  in  1887,  oil  in  tank  cars  was  for  a  short 
time  put  in  the  sixth  class.  Not  a  few  of  the  commodity  oil  rates  in 
the  northeastern  territory  are  considerably  lower  than  fifth  class,  while 
the  rates  from  Whiting  to  the  cast,  south,  and  southwest  are  very  much 
lower  on  oil  than  on  most  of  the  commodities  w^hich  constitute  the 
fifth  class  under  the  Official  Classification. 

The  oil  rate  from  Toledo  to  each  of  the  western  gateways  is  1 
cent  lower  than  the  fifth-class  i*ate.  The  oil  rate  from  Cleveland  to 
Chi(!ago  is  only  one-half  cent  under  the  fifth-class  rate,  and  to  Peoria 
and  East  St.  Louis  the  same  as  the  fifth-class  i*ate.  The  oil  rate  from 
Pittsburg  is  in  every  case  li  or  2  cents  higher  than  the  fifth-class  rate, 
Pittsburg  is  therefore  at  a  special  disadvantage  on  shipments  for  the 
West. 

The  rates  fi'om  Whiting  to  the  West  (not  including  the  Southwest) 
are  quite  high,  oil  being  in  most  cases  taken  at  the  fifth-class  rate 
of  the  Western  Classification.  But  in  shipments  to  all  western  terri- 
tory not  in  the  immediate  vicinity  of  Peoria  or  East  St.  Louis  the 
independent  refiners  are  nevertheless  at  a  disadvantage  in  comparison 
with  Whiting  equal  to  the  full  amount  of  their  freight  to  (.hicago.  The 
Standard  Oil  Company  at  Whiting  can  well  afl"ord  to  pay  high  rates 
so  long  as  its  comj)etitors  have  to  pay  a  heavy  local  charge  in 
addition. 

The  competitor  at  Toledo  or  Fiiidhiy  is  at  a  disadvantage,  as  com- 
pared with  the  Standard,  of  12  cents  a  hundred  pounds,  the  competitor 
at  Cleveland  at  a  disadvantage  of  14^  cents,  and  the  competitor  at 
Pittsburg  or  any  other  western  Pennsylvania  point  at  a  disadvantage 
of  11^  cents — in  each  case,  of  course,  njinus  any  difierence  which  may 
exist  in  his  favor  with  regard  to  the  cost  of  obtaining  his  crude  oil.  This 
difference  as  to  crude  oil  is  small.  The  entire  cost  of  piping  crude  oil 
through  the  trunk  lines  from  the  Lima  field  to  Whiting  can  scarcely 
exceed  "1  or  3  cents  per  hundred  pounds. 

This  difference  in  freight  rates  is  not  wholly  justified,  on  the  usual 
princii)les  of  rate-making,  by  the  favorable  location  of  the  Whiting 
refinery.  Even  with  res|)ect  to  the  local  Chicago  market,  where,  of 
course,  there  is  no  question  of  prorating,  it  would  appear  that  the 
eastern  refineries  are  put  at  an  unnecessary  disadvantage.  The  natural 
])olicy  of  the  Central  Freight  Association  lines  would  be  to  make  rel- 
atively low  rates  from  eastern  refining  points  to  the  great  market  of 
Chicago,  in  order  in  sonic*  measure  to  aid  the  refiners  at  such  points  to 
get  into  the  Chicago  market  in  competition  with  the  local  refinery*. 
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This  policy  would  not  only  benefit  competing  concerns,  but  would 
increase  the  revenues  of  the  railroads.  By  keeping  up  high  rates  to 
Chicago  they  tend  to  reduce  their  oil  traffic  to  a  minimum.  The 
Whiting  refinery  does  not  afford  a  traffic  of  an}'  great  importance 
to  the  Lake  Shore  and  Michigan  Southern,  the  Pennsylvania,  and 
other  Central  Freight  Association  lines;  its  shipments  toward  the  east 
cover  a  very  limited  territory.  Instead,  therefore,  of  building  up  the 
Whiting  refinery  by  aiding  it  to  supply  the  entire  Chicago  market,  the 
self-interest  of  the  railroads  would  seem  to  demand  that  they  should 
favor  the  eastern  refining  points  by  lowering  oil  mtes  to  Chicago. 

The  rate  on  oil  from  Whiting  east  to  Toledo  was,  until  very  recentl}^ 
10  cents  per  hundred  pounds,  or  2  cents  less  than  the  rate  from  Toledo 
to  Chicago.  If  the  railroads  could  afford  to  make  a  10-cent  rate  on  oil 
east,  they  could  apparently  afi^ord  to  make  a  10-cent  rate  west. 

The  rate  on  oil  from  Cleveland  to  Cincinnati  is  2i  cents  lower  than 
the  fifth-class  rate.  If  the  railroads  can  afford  to  carry  oil  below  the 
fifth-class  rate  to  a  point  where  the  Standard  Oil  Company  has  no 
natural  advantage,  they  ought,  it  would  seem,  to  carry  oil  at  least  as 
much  below  the  fifth-class  rate  from  Cleveland  and  Pittsburg  to 
Chicago. 

The  railroads  leading  west  from  Pittsburg  and  other  western  Penn- 
sylvania refining  points  make  mtes  on  oil  as  low  as  fifth-class  rates  to 
many  points  in  Ohio.  As  Chicago  is  approached,  however,  the  mte 
is  raised  IJ  cents  above  fifth  class.  By  thus  relatively  raising  the  oil 
rate  the  railroads  tend  to  destroy  their  traffic  to  the  great  market  of 
Chicago  and  the  territory  beyond.  Instead  of  making  oil  rates  from 
Pittsburg  and  vicinity  to  Chicago  higher  than  fifth-class  rates,  the 
normal  policy  of  the  railroads  would  seem  to  suggest  making  them 
lower. 

The  argument  advanced  by  the  traffic  manager  of  the  Standard  Oil 
Company,  that  the  eastern  railroads  have  kept  up  their  oil  rates 
toward  the  west  because  they  are  jealous  of  their  oil  revenues,  does 
not  seem  to  accord  with  the  actual  situation.  To  reduce  their  rates 
on  oil  into  the  West  would  probably  increase  both  their  gross  and 
their  net  revenues.  So  long  as  the  Centnil  Freight  Association  lines 
had  a  virtual  mon()jx)ly  of  the  oil  tniffic,  by  reason  of  the  fact  that 
the  only  refineries  were  situated  in  their  territory,  they  could  wisely, 
from  their  own  standpoint,  keep  oil  rates  high:  but  when  a  great  plant 
was  established  at  the  western  terminus  of  their  lines  their  natural 
monopoly  disappeared,  and  they  could  no  longer  profit  by  keeping  up 
their  oil  rates. 

The  failure  of  the  western  lines  to  proi"at<»  on  oil  is  mon»  fully  dis- 
cussed in  section  7.  If  it  l>e  granted  that,  despite  the  disadvantage  to 
the  independ<Mit  refiners,  the  western  railroads  are  justified  in  their 
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action  on  the  ground  that  it  may  tend  to  increavSe  their  revenues,  the 
question  may  still  be  raised  whether  the  eastern  lines  might  not,  with 
gain  to  themselves,  offset  in  part  the  disadvantage  under  which  the 
refiners  further  east  are  placed.  They  could  do  this  by  reducing 
their  rates  on  oil  to  western  gateways;  or,  if  the  present  rates  were 
maintained  on  oil  shipped  to  such  points  for  local  consumption,  they 
could  nmke  lower  proportional  rates  applicable  only  on  shipments  to 
such  gateways  when  destined  for  points  be\^ond. 

Section  4.  Effect  of  the  absesee^f  prorating  on  rates  to  the  Middle  West. 

The  effect  of  the  absence  of  provision "fw^jrorating  on  oil  shipped 
from  eastern  refining  points  .into  the  West  may  be  measnred  im  4mo 
different  ways.  In  the  first  place,  the  actual  oil  rates,  based  on  the 
combinations  of  locals  east  and  west  of  Chicago  and  similar  gatewa\'8, 
may  be  compared  directly  with  the  fifth-class  rates  to  the  same  final 
destinations  made  under  prorating  armngements.  In  making  such  u 
comparison  it  would  \ye  assumed  that  the  oil  rates  ought  to  be  the  same 
as  the  fifth-class  rates  under  the  Official  Classification.  As  a  matter  of 
fact,  as  was  shown  in  the  preceding  section,  the  local  oil  rate  from 
Toledo  to  western  gateways  is  1  cent  less  than  the  fifth-class  rate,  while 
from  Pittsburg,  Oil  Cit}',  and  similar  territory  the  oil  rate  is  l^  or  2  cents 
above  the  fifth-class  rate.  A  second  method  of  estimating  the  effect  of 
the  failure  to  prorate  would  be,  therefore,  to  assume  that  the  same 
differentials  between  oil  and  fifth  class,  which  exist  in  the  present  local 
rates  to  Chicago,  P(»oria,  and  East  St.  Louis,  would  appear  also  in  rates 
to  points  beyond  under  prorating  agreements. 

As  has  been  stated,  the  western  roads  prorate  on  classified  articles, 
and  also  on  practically  all  special  coniniodities  exct^pt  oil,  shipped  from 
eastern  points  like  Toledo,  ( 'leveland,  and  i'ittsburg  to  points  on  their 
lines.  They  nmke  through  rates  in  conjunction  with  the  eastern  rail- 
roads to  points  on  or  ea>t  of  the  Mississippi  Kivcr.  Kates  beyond  the 
Mississippi  River  are  based  on  combinations  made  at  the  river. 

The  rat4)s  from  the  Kast  to  points  on  the  east  hank  of  the  Missis- 
sippi, except  Kast  St.  Louis,  on  commodities  destined  heyond  the  cities 
immediately  on  the  west  hank  of  the  river,  arc  lower  than  the  rates  to 
the  east  bank  for  local  <'onsumption.  In  other  words,  there  are  **  pro- 
portional rates"  applying  to  the  east  Imnk  of  the  river,  intended  only 
for  business  going  beyond.  The  diti'erence  between  the  pro|X)rtional 
rates  and  the  local  rates  from  points  (Mist  of  Chicago  to  the  Missis- 
sippi River  is,  in  giMieral,  on  (ifth-class  conuuodities,  '2  (n*  H  cents  per 
hundred  pouncU.  There  are  also  proportioiuil  rates  from  the  east  bank 
of  the  river  to  ])oint>  beyond,  applicable  only  on  i)usiness  coming  from 
east  of  Chicago,  and  lowei*  thar)  the  local  rates. 

Points  on  tiik  Mississii»i»i  Rivkk. —  Tlie  following  table  shows  the 
HctunI  rutrs  on   oil  and  on   tifth-cluss  goods   from  Toledo,   Findlav, 
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Cleveland,  Pittsburg,  and  Oil  City  to  leading  '^  east-bank  "  points  on  the 
Mississippi.  It  shows  also  the  '*  west-bank"  rates,  which  appl}^  under 
the  practice  of  the  railroads,  to  a  number  of  important  points  in  Illi- 
nois on  the  east  bank  as  well  as  to  Iowa  points  on  the  west.  The  oil 
rates  in  these  tables  are  all  made  up  of  combinations  based  on  Chicago, 
the  rate  from  Chicago  to  all  crossing  points  on  l)oth  banks  of  the  Mis- 
sissippi River  between  Alton  and  the  Wisconsin  line  being  15  cents  per 
hundred  pounds. 

OIL  RATES  AND  FIFTH-CLASS  RATES  (OFFICIALCLASSIFICATION)  FROM  TOLEDO,  FINDLAY, 
CLEVELAND.  PITTSBURG,  AND  OIL  CITY  TO  MISSISSIPPI  RIVER  POINTS. 

lRate8  in  eente  per  hundred  pounds.] 


From— 


Toledo  and  Findlay 

Cleveland 

Pittuburg,  Coraopolis,  Free<lom.eU*. 
Oil  City,  Warren.  Bradford,  etc 


To  "east-bank"  points 
(KeithHburg  and  Carth- 
age, 111.). 


To  "  we8t-l>ank"  rate  ooints 
( Rock  I.«(land,  Moline. 
Savanna.    Galena,     and 

•  Fulton.  111.;  Burlington, 
Clinton. Dubuque.Daven 
port.  Fort  Madison,  and 

i      Keokuk.  Iowa). 


Oil 
rate. 


27      , 
29..') 
34.6  ' 

34.5  1 

I 


Fifth- 
class 
rate. 

21 
22. 5 


Diflfer- 
ence. 


25.6  ' 
2.5.5  ' 


Oil 
rate. 


27 

29.5 
34.5 
34.5 


Fifth- 

ClaH!!l 

rate. 


DiflTer- 
ence. 


24      I 
'2.5.6 
28.5 
28.6  ' 


It  will  be  seen  that  the  oil  rates  to  the  two  points  on  the  east  bank 
of  the  Mississippi  River  which  take  what  are  known  as  '"east-bank 
rates'"  are  from  6  to  i>  cents  per  hundred  pounds  higher  than  the  fifth- 
class  rates.  To  the  much  more  numerous  and  important  points  taking 
west-bank  rates  the  oil  rate  is  from  3  to  ♦)  cents  per  hundred  pounds 
higher  than  the  fifth-class  rate.  In  other  words,  if  oil  were  taken  at 
fifth-class  rates  under  prorating  arrangements,  the  independent  refiners 
would  be  able  to  get  to  all  these  Mississippi  River  points  for  from  8  to 
9  cents  per  hundred  pounds  less  than  they  actually  imy,  and  their  posi- 
tion in  competition  with  the  Whiting  refinery  of  the  Standard  would 
be  by  so  much  bettered. 

The  following  hible  shows  the  actual  oil  rates  from  the  same  points 
to  the  same  destinations,  and  the  estimated  oil  rates  which  would  exist 
under  prorating  arrangements,  if  the  same  difi^erentials  })etween  oil 
and  fifth-class  connnodities  were  maintained  as  are  now  maintained  to 
East  St,  Louis.  The  proportional  rates  from  the  Kast  to  the  Mi.ssissippi 
River  are  in  every  <'ase  the  same  as  the  rates  to  East  St.  Louis,  that 
point  taking  the  same  rates  on  shipments  for  local  consumption  as  on 
shipments  for  beyond.  Therefore,  in  computing  what  would  be  the 
rate  on  oil  to  the  Mississippi  River,  whether  for  local  consumption  or  for 
shipment  beyond,  the  diflferences  between  fifth-class  rates  and  oil  rates 
from  eastern  n»fining  points  to  East  St.  Louis  uuvy  \>^  V>\\vv^\\  'ec^  Vsv.^\^. 
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OIL  RATES  FROM  TOLEDO.  FINDLAY.  CLEVELAND,  PITTSBURG,  AND  OIL  CITY  TO  Mia 
SISSIPPI  RIVER  POINTS,  COMPARED  WITH  ESTIMATED  RATES  UNDER  PRORATING 
ARRANGEMENTS. 

[Rates  ill  centjs  per  hundred  pounds.] 


From- 


I 


To  "east-bank"  points  ( Kelths- 
burg  and  Carthage,  111.). 


Actual 
oil  rale. 


Toledo  and  Findlay 27 

Cleveland j  29. 5 

Pittsburg,  etc 34. 5 

Oil  City,  etc 34. 5 


Estimated 
prorating 
oil  rate. 


20      I 
22.5 
27.6 
27.5 


Differ- 
ence. 


To  "west-bank"  rate  points 
(Rock  Island.  Moline.  Sa- 
vanna, Galena,  and  Pulton, 
111.:  Burlington,  Clinton. 
Dubuque,  Davenport.  Fort 
MadiBon,  and  Keokuk, 
Iowa). 


Actual 
oil  rate. 


27 
29.6 
34.5 
34.5 


Estimated  ' 
prorating 
oil  rate,    i 


Differ- 


23      I 
25.5 
30.5 
30.5 


It  will  be  seen  that  if  the  differences  between  oil  rates  and  fifth- 
class  rates  which  now  apply  to  East  St.  Louis  were  applied  to  these 
other  Mississippi  River  points,  and  if  prorating  existed  on  oil,  all  the 
west-bank  rates  would  be  reduced  4  cents  and  all  the  east-bank  rates  7 
cents. 

The  rates  on  classified  commodities  from  eastern  refining  points  to 
Quincy,  111.,  and  Hannibal,  Mo.,  are  slightly  different  from  the  rates 
to  the  more  northerly  Mississippi  River  cities,  but  es.sentially  the  same 
reductions  would  be  made  if  prorating  arrangements  were  established. 
A  comparison  of  the  actual  oil  rates,  based  on  the  combination  of  locals 
on  Chicago  or  Peoria,  to  points  in  northwestern  Illinois  not  on  the 
river,  with  through  fifth-class  rates  to  such  points,  or  with  estinmteil 
oil  rates  based  on  prorating  arrangements,  would  show  essentially  the 
same  differences. 

Points  hkyond  tiik  Mississippi  Rivek.— Similar  comparisons  may 
be  made  with  respect  to  points  !)eyond  the  Mississippi  River.  In  the 
first  [)lace,  it  may  be  assumed  that  oil  would  be  carried  to  such  points 
at  fifth-class  rates,  based  on  the  combination  of  the  proportional  tifth- 
class  rates  of  the  Official  Classification  to  the  east  bank  of  the  Missis- 
sippi River  with  the  proportional  rates  on  fifth  class  of  the  Western 
Classification  from  the  east  bank  as  named  by  the  western  railroads. 
A  table  at  the  end  of  this  section  shows  this  comparison  for  a  consider- 
able number  of  points  in  Iowa.  These  points  are  divided  into  two 
groups-  those  lying  in  eastern  and  those  lying  in  western  Iowa. 
The  conditions  with  res])ect  to  rates  in  tiie  northern  half  of  Missouri 
an^  wry  similar  to  ihosv  in  Iowa. 

The  ditlerence  between  the  oil  rat(»s  and  the  fifth-class  rates  to  the 

western  part  of  the  State*  is  much  less  than  to  the  eastern,  and  there 

would  be,  with  respect  to  that  region,  comparatively  little  advantage 

to  the  eastern  refiners,  except  those  at  Pittsburg,  from  the  adoption 

of  n  strict  tifth-chiss  basis  with  pvoYwlUA^WYYwuvcements.     The  oil  rates 
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from  Toledo  to  points  in  the  eastern  part  of  the  territory  under  con- 
sideration are  in  some  cases  slightly  lower  than  the  fifth -class  pro- 
rated rates,  and  in  general  the  difference  in  the  opposite  direction  is 
so  slight  that  Toledo  would  gain  no  advantage  by  having  oil  put  on 
the  fifth-class  basis.  From  Cleveland,  on  the  other  hand,  the  oil  rates 
to  points  in  eastern  Iowa  and  Missouri  are  in  man}-  cases  from  3  to  5 
cents  per  hundred  pounds  higher  than  the  fifth-class  rates.  Thus  to 
Des  Moines  the  oil  rate  is  3^  cents  above  the  class  rate.  To  Mar- 
shalltown,  an  important  center  for  the  distribution  of  independent 
oil,  the  oil  rate  from  Cleveland  is  5  cents  above  the  fifth-class  propor- 
tional combination.  The  disadvantage  of  Pittsburg  is  in  every  case  2 
cents  greater  than  the  disadvantage  of  Cleveland,  the  oil  rates  ranging 
from  2i  cents  to  7  cent»  above  the  fifth-class  rates. 

The  table  at  the  close  of  the  section  shows  also  the  estimated 
rates  which  would  exist  on  oil  under  prorating  arrangements,  if  the 
present  relation  of  oil  rates  to  fifth-class  rates  from  eastern  refining 
points  to  East  St.  Louis  were  maintained.  This  means  that  the  oil  rate 
from  Toledo  to  all  the  points  in  question  would  be  1  cent  lower  than 
the  present  fifth-class  rates;  the  oil  rate  from  Cleveland  the  same 
as  the  fifth-class  rates,  and  the  oil  rate  from  Pittsburg  2  cents  above 
the  fifth-class  rates.  The  table  shows  that  under  such  conditions  the 
Toledo  refiners  would  pay,  on  shipments  to  most  points  in  eastern 
Iowa,  from  1  to  4^  cents  less  than  the\'  now  pa3%  although  in  a  few 
cases  they  would  pay  1  cent  more  than  now.  The  Cleveland  refiners 
would  pay  from  one-half  cent  to  5  cents  per  hundred  |X)unds  less  than 
now,  and  the  Pittsburg  refiners  the  same — the  diflference  in  most  cases 
being  3  cents  or  more.  On  shipments  destined  farther  west  than  Des 
Moines,  prorating  would  affect  oil  rates  but  little  until  the  Pacific 
coast  territory  is  reached. 

Obviously  if,  as  would  apparently  be  proi>er  under  the  principle  of 
commodity  rate-making,  the  rates  on  oil  from  Cleveland  and  Pitts- 
burg to  the  West  were  made  lower  than  fifth-class  rates  iuvstead  of  the 
same  or  higher,  and  if  prorating  arrangements  existed  on  this  lower 
basis,  the  position  of  eastern  refiners  would  be  still  further  improved. 
For  example,  if  the  oil  rate  from  Pittsburg  to  East  St.  Louis  were 
2  cents  under  the  class  rate,  instead  of  2  cents  over  it,  the  through  oil 
rate,  under  prorating,  from  Pittsburg  to  Des  Moines  would  be  35i 
cents  instead  of  the  present  43  cents.  Such  a  change  would  be  no 
more  than  a  reasonable  concession  to  the  interests  of  eastern  refiiu^rs. 
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COMPARISON  OF  ACTUAL  OIL  RATES,  FIFTH-CLASS  RATES.  AND  BSTittATED  OIL  RATES 
UNDER  PRORATING  FROM  TOLEDO.  FINDLAY,  CLE\'ELAND^AItf)  PITTSBURG  TO  POIKTS 
IN  IOWA  OTHER  THAN  MISSISvSIPPI  RIVER  POINTS. 

[Rates  in  cents  per  hundred  pounds.    Minus  si^ns in<)icate  difference  in  opposite  direction  from  thAt 

indic^^ted  Hi  column  heading.] 

From  Toledo  and  Findlay,  Ohio. 


To- 


Actual  oil 
rate. 


Eastern  part: 

Center\'ille 

Chariton 

Charles  City... 

Des  Moines 

FairHeld 

Fort  Dodge 

Iowa  City 

Marshalltown  . 

Mamn  City 

Oelwein 

Onkaloosa 

Ottumwa 

Waterloo 

Webster  City  . . 
Western  part: 

Boone 

Council  Bluffs. 

Creston 

Red  Oak 

Shenandoah... 

Sioux  Citv  


Actual 

fifth-claHS 

rate. 


Excess  of  I  Estimated 
actual  oil  oil  rate  on 
rate  over  I  proportion- 
class  rate.  |    al  *     ' 


35.6 

35.5 

32 

36.5 

32 

36.5 

31 

33 

33 

31 

3:j 

33 
32 
36 

3f> 
39 
38 
39 


32 

34 

34 

35 

30.5 

37.5  I 

30  [ 
34 

31  ! 
82     ; 

31      i 
32 

m.  5 

36.5 

•lU 

40 

40 

40 

40 


3.6 

1.5 
-2 
.6 

1.5 
-1 

1 
-1 
-2 

0 

1 

2 

0 
-1.5 


81 

38 

33 

34 

29.5 

86.5 

29 

33 

34 

30 

31 

30 

31 

35.5 

35.5 

39 

39 


39 


Excens  of 

actual  OTer 

estimated 

oil  rate. 


4.5 

2.5 
-1 

1.5 

2.5 

0 

2 

0 
-1 

1 

o 

3 
1 

-  .5 

.5 
0 
-1 
0 
0 
0 


I 


From  ('hrefnwi,  (fftin. 


KixfiXeru  part:  i 

(VllttTVille I 

Chariton j 

Charlc"^  City i 

iH's  M(»iiU's I 

Fairfu'M 

Fort  l»o<ltfc 

Iowa  (Mty 

Marshalltown 

Mas«ni  City 

( K'hvfiu 

(Kkaloo-a  

( Utiiiuwa 

Watorloi. 

Wcbstt-r  City 

W«'>i«'ni  part: 

H<M.n.- 

CdiiiK'il  HlulT< 

Cn'^itoii 

K«-«l  Oak 

Slu'iiaiidoali 

.•<inux  <itv 


88 

:« 

r. 

3;i 

5 

:i.s 

:tj.r) 

'A.') 

'M.  5 

3.5 

3-J.  '> 

M 

.5 

34 

.5 

;is 

•M.  .^ 

:>.  .'> 

34.5 

.3.5 

:^-4..". 

'M).  r> 

4 

30.5 

4 

:v.> 

•AS.  .■> 

.:> 

38.5 

.5 

•X\.  f) 

:io. :» 

;{ 

:«.r>  , 

3 

:i.'>. '» 

:i(».r> 

r» 

30.5  ' 

.-> 

:c>.  r> 

:v\ 

1.') 

34 

1.5 

:i:i.  r> 

;{(). ;') 

A 

30.5 

8 

3.'..  :> 

:k».  .'» 

.-. 

•M).b 

5 

:i'».  r. 

:*.()  5 

:. 

•M).  h 

5 

:u..'> 

:{u.  :> 

4 

:w.  5 

4 

;{7.  :> 

:c. 

-■■' 

3.') 

2.5 

:{**. .") 

:t»i.  :. 

•J 

:u>.5 

•> 

11.  r> 

11.  f. 

(■> 

41.  r> 

0 

10.  :> 

11.  :> 

1 

41.5 

-1 

n.-> 

n.:> 

(1 

41.-, 

0 

M..-) 

n..". 

It 

41.. ^ 

0 

«!.:> 

Ji..') 

0 

II..-) 

0 
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COMPARISON  OF  ACTUAL  OIL  RATES,  FIFTH-CLASS  RATF^,  AND  ESTIMATED  OIL  RATES 
UNDER  PRORATING  FROM  TOLEDO.  FINDLAY,  CLEVELAND.  AND  PITTSBURG  TO  POINTS 
IN  IOWA  OTHER  THAN  MISSISSIPPI  RIVER  POINTS. 

[Rates  in  centu  per  hundred  poundM.    MiuuH  nigns  Indicate  difference  in  opposite  direction  from  that 

Indicated  in  column  heading.] 

From  PUttburg,  Pa.  a 


To- 


y      _    _    _. 

EaKtem  part: 

Centerville 

Chariton 

Charlen  City . . . 

De»  Moines 

TalTflelfl 

Fort  Dodge 

Iowa  City 

Manihalltown  . 

Mason  City 

Oelweiu 

Otikaloofta 

Ottumwa 

Waterloo 

Webster  City  . . 
Western  part: 

Boone 

Council  Bluffs. 

Crej*ton 

Red  Oak 

Shenandoah . . . 

Sioux  City 


Actual  oil 
rate. 


Actual 

fifth-cla88 

rate. 


I   Exce&s  of  I  Estimated     Exce&s  of 
actual  oil  ;  oil  rate  on  Itictual  over 


43 

43 

39.5 

43 

39.6 

44 

38.5 

40.5 

40.5 

38.5 

40.5 

40.5 

39.5 

42.5  ' 

43.5 
46.5  I 
4.=i.5 
46.5  ! 
4ri.5  ; 


46.5 


36 

37.5 

S2 

37.5  I 

33.5 

41.5 

33.5 

33.5 

37 

33.5 

33.5 

33.5 

33.5 

38 

39. 5 
41.5 
44.5 
44.5 
44.5 
44.5 


rate  over 
class  rate. 


5.5 

2.5 

6.5 

6 

2.5 

5 


proportion-   estimated 
al  basis.        oil  rate. 


3.5 
5 


6 
4.5 

4 
2 

1 
2 


mrf> 

39 

39.5 

36.5 

43.5 

35.5 

35.5 

39 

35.5 

35.5 

&5. 5  I 

35.5 

40 

41.5  ' 

46.5 

46.5 

46.5 

46.5 

46.5 


5 

3.5 
.5 

8.6 

4 
.5 

3 

5 

1.5 

3 

5 

5 

4 

2.5 


«  Pittsburg  ratej*  apply  uIho  from  most  other  western  Pennsylvania  refining  iM>intH. 

Section  5.  Rates  to  the  Northwest. 

The  failure  of  the  western  lines  to  prorate  on  oil  also  serves  to 
increase  the  oil  rat<»  from  eastern  refineries  to  the  Northwest,  though 
the  difference  is  somewhat  less  con.«^picuous  than  in  the  case  of  shipments 
to  the  territory  along  the  Mississippi  Kiver  in  Illinois  and  Iowa.  The 
western  railroads  make  through  rates  on  classiticd  articles  and  on 
many  commodities  from  poi rit^  east  of  Chicago  to  the  Northwest.  Thus, 
regular  fifth-class  rates  under  the  Western  Classification  are  named  in 
the  tariffs  of  the  northwestern  lines  from  Toledo,  Cleveland,  and  Pitts- 
burg to  points  in  Wisconsin  and  to  the  junction  jmints  in  Minnesota. 
No  such  through  rates  an»  named  on  oil,  hut  the  sum  of  the  local  rate 
to  Chicago  and  the  rate  from  Chicago  on  is  charged.  The  effect  of 
this  practice  is  shown  in  the  accompanying  table,  which  merely  com- 
pares oil  rates  on  the  basi.s  of  fifth-clas.s  rates,  the  latter  being  the  rates 
which  correspond  niost  closely  to  the  oil  rates  w(»st  from  Whiting,  and 
which  are  actually  applied  on  oil  in  many  cases.  The  table  shows  th<» 
rates  from  Whiting,  Toledo.  Cleveland,  and  Pittsburg  to  St.  Paul. 
Minneapolis,  and  Duluth,  Minn.,  Sujierior.  Wis.,  Ish|HMning  and  Ks- 
canaba,  Mich.,  and  Winona,  Minn. 


236 


TRANSPORTATION    OF   PETROLEUM. 


COMPARISON  OF  OIL  RATES  AND  FIFTH-CLASS  RATES  FROM  WHITING.  TOLEDO.  CLEVE- 
LAND,  AND  PITISBURG  TO  SELECTED  POINTS  IN  THE  NORTHWEST. 

[Rate«i  in  cents  per  hundred  pounds.] 


To  St.  Paul  and  Minneapoli.o,  Minn. 


To  Winona,  Minn. 


Oil  rate— 


From— 


Oil 
rate. 


Fifth- 
cla.8s 
rate. 


Above 
fifth 
(•laK«». 


Whiting,  Ind 20  20 

Toleilo.  Ohio 32  M 

Cleveland.  Ohio  . . . '  34. 5  33. 5 

PittHburjr,  Pa 39. 5  :«.  5 


Below 
fifth 
clusx. 


Ad  van*  i 
tago  of  I 

i^T."*^    onirmh. 

compar-   rate,  i   li^™ 
ison     :  '*^®- 

with  fifth 
flas8. 


Oil  rate— 


-I  ■ 


I 


I 


30 

32.5 

37.5 


18 
28 
30.5 
33.5 


Above 
fifth 
claw. 


I 


Below' 
fifth 
class. 


Advan- 

,  Whiting 

on  a 
compar- 

iwm 
with  fifth 
I    cla«. 


From— 


To  Duluth.  Minn.,  and  Superior,  Wis.        To  Ishpemingand  £»canaba.  Mich. 


Oil 
rate. 


Fifth- 
da.** 
rate. 


Oil  rate- 


Above  •  Below 
lifth    I    fifth 


Whiting.  Ind ■  20 


Advan- 
tage of 
'  Whiting  I 

f>n  a 
eompar- 

istm 
with  fifth 
I    clas.v. 
-i  ■ 


Oil  rate- 


Oil   I 
rate. 


Fifth- 
ela-ss 
rate. 


Tole<lo,  Ohio 

Cleveland.  Ohio  .. 
Pitt.«*burg.  Pa 


32 

34.5 

39.5 


•22       . . 

2 

31 

1  !.. 

33.5 

1    .. 

3<>.  5 

3    .. 

17.5 
29. 5 
32 
37 


Above 
flfth 
cla.sti. 


31 

33.5 

3(1.5 


0.5 


Below 
fifth 
dasR. 


4.5 
1.5 
1.6 


Advan- 
taifeof 
Whiting 

on  a 
compar- 

iM>n 
with  fifth 


It  will  he  seen  tliiit  Whiting  takes  the  re<^iihir  tifth-class  rates  on 
shipments  to  St.  Pjiul,  Minneapolis,  and  Winona.  Through  tiftli-class 
rates  are  named  from  Toledo,  Cleveland,  and  Pittsburg  to  these  des- 
tinations. The  oil  rates  from  Toledo,  Cleveland,  and  Pittsbur^^,  how- 
ever, are  hight^r  than  tifth-class  rates.  To  St.  Paul  and  Minnetipolis 
the  ditierence  is  1  cent  on  shipments  from  Cleveland  and  Toledo  and 
8  cents  on  shipments  from  Pittsburg;  to  Winona  the  ditferences  are 
1  cent  greater.  If  oil,  therefore,  were  taken  at  the  regular  tifth-class 
rates  of  the  Western  Classitication,  (^astern  retiners  would  get  into 
these  important  markets  at  rattN  just  that  much  less.  Moreover, 
thev  would  have  a  similar  reduction  in  their  charges  on  shipments 
to  a  hirge  territory  in  the  Northwest  nniched  through  these  gateways. 

On  shipments  from  Whiting  to  Duluth  and  Superior  the  oil  nite  js 
:i  cents  less  than  the  tifth-class  rate.  On  the  other  hand,  the  oil 
rates  from  Toledo.  Cleveland,  and  Pittsburg  to  these  points  are 
from  1  to  Scents  higher  than  tht»  through  tifth-class  rate  named  by  the 
westcMU  lines  from  the  same  points  of  origin.  In  other  words,  if  lx)th 
Whiting  and  the  com])eting  retining  points  were  placed  on  a  tifth- 
class  !)asis,  the  position  of  the  tnistern  refincis  in  competition  with 
Whiting  at  Duluth  and  Superior  would  be  im])roved  by  from  3  cents 
t<f  »>  cu'iits  jHH'  hundred  pounds. 
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Kssentially  the  same  holds  true  of  shipments  to  Ishpeming  and 
Escanaba;  and  here  again  the  relative  position  of  the  eastern  refiners 
would  be  improved  from  3  cents  to  5  cents  per  hundred  if  the  actual 
fifth-class  rates  were  applied  on  oil  from  their  points  and  from  Whit- 
ing alike.  Similar  comparisons  hold  true  of  other  points  in  upper 
Michigan. 

It  should  be  added  that  eastern  refiners  can  reach  these  northwestern 
points  somewhat  more  cheaplv  by  water  than  by  rail.  It  is  not  known 
to  what  extent  the  Standard,  shipping  from  Whiting,  takes  advantage 
of  water  mtes,  or  how  they  compare  with  rates  from  lower  lake  port^;:. 
But  water  transportation  has  serious  difficulties,  lx)th  because  of  the 
shortness  of  the  transpoitation  season  and  because  the  oil  must  be 
shipped  in  barrels,  necessitating  payment  of  freight  on  the  weight 
of  the  wood  at  least  one  way  and  in  many  cases  both  ways. 

Section  6.  Rates  to  Pacific  coast  terminals. 

A  remarkable  change  in  rates  was  made  soon  after  the  establish- 
ment of  the  Wliiting  refiner}^  with  resi^ect  to  shipments  to  Pacific 
coast  terminal  points.  In  1890,  and  for  years  before,  a  refiner  at  Pitts- 
burg or  even  at  New  York  could  ship  oil  to  San  Fmncisco  or  Seattle 
at  the  same  i*ate  as  from  Chicago  or  even  from  Omaha.  Now  the 
Pittsburg  refiner  has  to  pay  19^  cents  more  than  the  Standard  Oil 
Company  shipping  from  Whiting. 

The  general  principle  on  which  the  rates  on  most  commodities  from 
the  East  to  the  Pacific  coast  are  made  is  that  of  meeting  actual  or 
potential  ocean  competition.  For  this  reason  mtes  on  hundreds  of 
important  commodities  have  long  been  the  same  from  any  point  on  or 
from  any  point  east  of  the  Missouri  Kiver  to  any  point  on  the  Pacific 
coast,  from  Ix>s  Angeles  on  the  south  to  Victoria  on  the  north. 
These  so-called  t<*rminal  rates  apply  onl}'  to  points  actually  on  the 
Pacific  seaboard,  and  to  a  few  a  short  distance  from  the  seaboard,  the 
rates  to  points  farther  east,  although  nearer  by  mil,  being  higher 
because  they  can  not  be  reached  by  water.  Nevertheless,  the  terminal 
i-atesaflTect  a  large  area  indirectly,  because  the  rates  to  interior  points, 
often  several  bundled  miles  from  the  coast,  are  made  by  adding  the 
terminal  rates  to  the  local  mtes  back  from  the  coast. 

This  same  principle  fixed  the  v^tos  on  oil  up  to  1S91.  It  cost  the 
same  to  ship  to  the  Pacific  terminal  [)oints  from  any  eastern  refin(»ry, 
regardless  of  distance.  The  western  lines  prorated  with  the  eastern 
in  making  these  through  rates.  On  March  *2,  1SJ)1,  however,  only  a 
few  months  after  the  Standard  begjin  shipping  from  Whiting,  the  rail- 
roads sharply  mised  their  rates  on  oil  from  refining  points  farther  east. 
For  two  years  they  continued  to  njake  through  mtes  fnmi  these  points 
to  the  coast  slightly  lower  than  the  sum  of  the  local  rates.  On  April 
if5,  1893,  they  altogether  ceased  promting  on  such  sh\\)\v\^\\V^.  '^xA 


238 


TRANSPORTATION  OF  PETROLEUM. 


thereafter  the  eastern  refiner  bad  to  pay  the  full  local  rate  to  Chicago, 
and  thence  the  same  rate  as  the  Standard  paid  from  Whiting. 

At  present,  therefore,  it  costs  the  Toledo  refiner  to  reach  the  Pacific 
coast  12  cents  more  than  the  Standard  pays  from  Whiting,  the  Cleve- 
land refiner  14^  cents  more,  and  the  refiner  at  Pittsburg  or  other  west- 
ern Pennsylvania  points  19^  cents  more.  The  same  diiferences  exist 
as  to  many  points  some  distance  back  from  the  coast,  to  which  on 
many  other  commodities  the  i*ates  from  all  four  of  these  points  of 
origin  are  the  same. 

These  changes  in  rates  are  shown  in  the  following  table: 

LEADING  CHANGES   IN   OIL   RATES  TO    PACIFIC  COAST  TERMINALS   (NOT    APPLICABLE 

TO  INTERMEDIATE  POINTS). 

[Rates  in  cents  per  hundred  pounds.] 


From— 

Chicago I 

Toledo 

Clevchind 

PiiiHburK,Oiirity,etc 


I   Jan.  1. 
1     1889. 


125 
125 
125 
125 


Mav  '£,i, 
1889. 

90 

Aug.  29, 
1889. 

Mar.  10, 
1890. 

90 

125 

90 

125 

90 

90 

12.1 

90 

90 

1-25 

90 

June  4.      Mar.  2.   !  Apr.  25,  I  Jan.l. 
1890.  1891.  lim.a         1900.<i 


125 

78* 

784! 

784 

125 

871 

884  = 

904 

125 

96 

91 

93 

125 

96 

96| 

96 

"Through  rates  from  east  of  Chicago  canceled  in  1893;  rates  shown  are  sum  of  locals  to  Chica^ 
and  rate  beyond. 

The  unfairness  of  this  change  is  emphasized  by  the  fact  that  the 
railroads  continue  to  put  these  and  other  eastern  points  on  an  absolute 
equality  with  Chicago  on  shipments  of  nearly  every  other  important 
commodity  to  the  coast.  If  water  compc^tition  justified  making  oil 
rates  the  same  from  all  poiiit.s  in  1890.  it  ju.stities  doing  so  to-day.  It 
may  be  to  the  .self-interest  of  the  western  railroads  to  refuse  to  join 
in  through  rates  on  oil  from  east  of  Chicago  to  the  Pacific  Coast  for 
the  same  reason  that  th(»y  refuse  to  do  so  on  shipments  to  the  Middle 
West.  But  in  view  of  the  genenil  principles  of  commodity  rate-mak- 
ing on  long-distance  shipments  they  are  not  justitied  in  thus  helping 
the  Standard  Oil  Company  at  the  expense  of  its  eastern  competitors. 
It  is  not  impr<)[)er  to  attribute  much  if  not  all  of  the  excess  in  the 
freight  charge  to  independent  refiners  of  the  Kast  over  the  Whiting 
rates  to  an  unnnisonable  discrimination. 


Section  7.  Discussion  of  the  policy  of  the  western  railroads. 

There  is  little  (juestion  that  the  refusal  to  prorate  on  oil  sliip|)ed 
from  eastern  refining  points  into  the  Middle  West  is  due  to  the  exist- 
ence of  the  ^^'hiting  refintMT  of  the  Standard  Oil  Company,  which 
thereby  gains  a  greatly  incn»ase(l  advantage  ovcm*  its  competitors. 
For  many  years  th(M"e  were  prorating  arrangements  on  oil,  a^  on  other 
commodities;  but  in  October.  iss*»,  whih*  the  Whiting  refinery  was 
nj)i\rv  construction,  and  less  Hian  a  year  befon*  it  conmienced  to  ship 
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oil,  the  western  lines  gave  notice  to  their  eastern  connections  that 
they  would  no  longer  prorate  on  oil,  but  would  charge  their  full  local 
rates  from  Chicago  and  other  western  gateways,  while  soon  after,  as 
already  stated,  they  discontinued  prorating  also  to  Pacific  coast 
points. 

The  theory  of  the  western  lines  in  taking  this  action  was  doubtless 
that  they  would  thereby  increase  their  revenues;  that  instead  of  hav- 
ing to  accept  a  proportion  of  a  through  rate*  from  the  East,  which 
would  be  less  than  their  local  rate  from  Chicago,  they  could  get  prac- 
ticallv  as  much  tmffic  wholly  over  their  own  lines  from  the  Whiting 
refinery.  Knowing  the  enormous  size  of  the  Whiting  plant,  they  pre- 
sumably thought  that  it  would  be  able  to  supply  the  entire  western 
territory,  so  that  there  would  be  comparatively  little  occasion  for 
shipment  of  oil  from  the  East. 

On  the  other  hand,  it  should  not  })e  forgotten  that  oil  is  almost  the 
only  commodity  on  which  the  western  railroads  fail  to  prorate,  i.  e., 
to  make  through  rates  from  the  East  lower  than  the  combination 
of  local  rates  to  and  from  the  western  gateways. 

In  view  of  the  many  other  cases  in  which  the  i*ailway  companies 
have  extended  unreasonable  favors  to  the  Standard  Oil  Company,  it 
seems  at  least  possible  that  the  refusal  of  the  western  lines  to  prorate 
on  oil  is  due  to  the  influence  of  the  Standard  Oil  Company.  Certainly 
the  result  was  to  benefit  the  Stiindard  at  th(»  expense  of  its  smaller 
competitors. 

As  already  suggested,  however,  even  if  the  western  lines  were  justi- 
fied in  desiring  not  to  prorate  on  oil,  the  eastern  lines  could  do  some- 
thing to  correct  the  situation.  They  might  even  insist  that  western 
lines  should  promte  on  oil  as  a  condition  of  the  continuance  of  pro- 
rating arrangements  on  other  commodities,  })oth  on  shipments  toward 
the  west  and  toward  the  east.  At  any  rate,  they  might,  apparently 
with  advantage  to  themselves,  reduce  their  rates  on  oil  from  points 
like  Toledo,  Cleveland,  and  Pittsburg  to  western  gateways,  espi'cially 
on  shipments  destined  beyond. 

n.  SPECIAL  CASES  OF  DISCBIMINATION. 

The  examination  of  the  records,  chiefly  those  of  billing  and  of  clainjs, 
of  the  leading  railroads  leading  out  of  Chicago  toward  the  west  (exclud- 
ing the  Southwest),  showed  only  a  single  case  of  departure  from  pub- 
lished oil  rates,  and  very  few  cases  in  which  the  open  adjustment  of 
rates,  aside  from  the  failure  to  prorate  on  oil.  seemed  unreasonable. 
As  was  stated  in  Chapter  1,  the  limitations  of  the  investigation  j)re- 
clude  the  possibility  of  knowing  with  absolute  certainty  that  no  other 
discriminations  and  abuses  exist.  Aside  from  other  limitations,  no 
examination  was  made  of  the  l(^ss-than-(•arloa(^  business  of  the  SUvwdwwV 
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Oil  Company  from  its  various  distributing  stations.  This  business 
is  large,  especially  in  the  less  densely  populated  areas  where  tank 
stations  are  comparatively  far  apart. 

Section  8.  Rates  on  the  Chicago,  Burlington  and  Qnincy  Railway  from 
Whiting  to  Galesburg  and  Monmouth. 

The  Standard  Oil  Compan\^  has  had  the  advantage  of  a  secret  rate 
on  considerable  shipments  of  oil  from  Whiting  to  Galesburg  and  Mon- 
mouth, III.  This  rate  has  been  f>  cents  per  hundred  pounds,  while 
the  published  rate  was  15  cents.  The  secret  rate  was  the  same  as  that 
to  East  St.  Louis,  Galesburg  and  Monmouth  l)eing  on  the  line  of  the 
Chicago,  Burlington  and  Quincy  between  Chicago  and  East  St.  Louis. 

In  1896  the  Chicago,  Burlington  and  Quincy  issued  a  printed  tariff 
apph'ing  exclusively  on  oil  products  from  Chicago  to  Illinois  stations 
(G.  F.  O.  147).  While  not  filed  with  the  Interstate  Commerce  Com- 
mission until  11^04,  this  tariff  was  ev4dentlv  a  public  one,  of  which  any 
shipper  could  learn  without  difficulty.  It  contained  the  rates  to  scores 
of  points.  It  did  not  contain  any  statement  that  the  rates  should  apply 
from  Whiting,  but  such  wa.s  evidently  the  intention.  This  tariff 
named  specifically  the  rat<^  of  15  cents  per  hundred  pounds  from  Chi- 
cago to  Galesburg  and  Monmouth  on  all  classes  of  oil  products.  No 
amendment  ever  changed  the  Galesburg  rate.  As  late  as  July  15, 1905, 
the  railroad  comjmn}^  issued  an  amendment  to  this  tariff  of  1896  which 
canceled  all  previous  amendments.  This  did  not  mention  Galesburg, 
so  that  the  j)ublished  rate  to  Galesburg  remained  15  cents;  it  reduced 
the  rate  to  Moimiouth  to  10  cents  per  hundred  pounds. 

On  flammrv  1,  1904,  however,  the  Chicago,  Burlington  and  Quincy 
issued  a  '*  special  tariff''  applying  to  Galesburg  and  Monmouth  from 
Chicago.  This  was  written  on  the  same  form  which  had  l>een  used 
for  the  secret  East  St.  Louis  rate,  more  fully  described  in  Chapter  VII. 
This  form  did  not  originally  contain  the  word  ''  tariff/'  but  read,  *'*'The 

following   billing  rates,  taking  effect  ,  will  exj)ire,''  etc.     The 

w^ords  '*  billing  rates  "  had,  however,  been  stricken  out,  and  the  words 
''special  tariff"  substituted,  as  in  the  issue  of  11K>4  naming  the  special 
rate  of  (5  cents  to  Kast  St.  Louis.  There  is  every  reason  to  believe 
that  the  rate  of  <*»  cents  had  actually  applied  for  a  long  period  before 
rJanuary  1,  1JH)4.  As  is  elsewhere  shown,  the  Chicago,  Burlington 
and  Quincy  had  made  it  a  practice  to  reissue  the  Kast  St.  Ix)uis  rate 
annually  by  a  special  ''  billing  orchM,"  not  even  designated  on  its  fac*e 
as  a  tariff,  and  this  was  doubtless  done  also  with  the  rates  to  Galesburg 
and  Moinnouth. 

I'nlike  the  secret  rate  to  East  St.  Louis,  howtn  cr.  the  rate  to  Gales- 

])urg  at   least  was  not  canceled  in  June,  11^)5.     On  the  contrary,  on 

September  2^>,  li^n;"),  the  railroad  comi)any   issued  another  so-called 

s])crinl  Uivitf  in  the  same  form  as  tUvU  of  liM)4,  naming  the  same  rate 
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of  6  cents  per  hundred  pounds  from  Chicago  to  Galesburg,  but  omit- 
ting Monmouth. 

Aside  from  the  form  of  these  special  tariffs  and  the  fact  that  they 
depart  from  the  rates  named  in  the  regularly  printed  tariff  of  the 
Chicago,  Burlington  and  Quincy,  there  is  further  evidence  that  the 
6-cent  rate  to  Galesburg  and  Monmouth  was  intended  to  be  secret. 
When  the  Bureau  of  Corporations  in  October,  1905,  asked  the 
Chicago,  Burlington  and  Quincy  for  a  list  of  rates  from  Chicago  to 
various  points,  the  rate  to  Galesburg  was  put  down  as  15  cents.  The 
attention  of  the  officers  of  the  railroad  was  called  to  the  fact  that  oil 
was  being  billed  to  Galesburg  at  6  cents,  whereupon  they  produced 
the  special  tariff  authorizing  this  rate  and  stated  that  the  rate  of  15  cents 
had  been  reported  through  error — an  explanation  which  seems  quite 
improbable.  The  waybills  of  shipments  to  Galesburg  and  Monmouth 
showed  the  6-cent  rate  on  their  face,  but,  as  is  shown  in  the  discussion 
of  the  East  St.  Louis  rate,  this  practice  does  not  by  any  means  indi- 
cate that  the  rate  was  an  open  one. 

It  should  be  stated  further  that  ordinary  shippers  would  naturally 
have  expected  that  the  rate  to  Galesburg  and  Monmouth  would  be  15 
cents.  These  points  regularly  take  the  same  rates  from  Chicago  on 
most  commodities  as  the  Mississippi  River  crossings  in  northern  Illi- 
nois, like  Rock  Island  and  Galena.  The  oil  rate  to  these  crossings 
has  for  years  been  15  cents. 

The  records  of  the  Chicago,  Burlington  and  Quincy,  so  far  as  exam- 
ined by  the  Bureau  of  Corporations,  did  not  show  any  shipments  by 
others  than  the  Standard  Oil  Company  and  its  affiliated  concerns  from 
Chicago  to  Galesburg,  so  that  it  is  impossible  to  know  certainly  what 
rate  would  have  been  charged  to  competing  shippers.  The  special  tariflF 
naming  the  6-cent  rate  bore  on  its  face  a  statement  that  the  rate  should 
be  given  to  all  shippers,  but  this  by  no  means  proves  that  such  was 
the  actual  intention,  as  is  more  fully  pointed  out  in  connection  with 
the  discussion  of  the  East  St.  Louis  rate.     (See  p.  339.) 

The  secret  rate  from  Chicago  to  Galesburg  and  Monmouth  was  rela- 
tively much  lower  than  the  rates  to  the  same  destinations  from  inde- 
pendent refining  points  farther  east.  The  rate  from  Toledo  to  Gales- 
burg would  be  the  sum  of  the  rate  of  12  cents  from  Toledo  to  Chicago 
and  the  published  rate  of  15  cents  from  Chicago  to  Galesburg,  or  27 
cents  for  391  miles,  as  compared  with  6  cents  for  a  distance  of  163 
miles  from  Chicago.  The  Toledo  refiner  might,  to  be  sure,  get  into 
Galesburg  a  little  more  cheaply  by  shipping  to  Peoria  and  rebilling 
there  on  the  tariff  fixed  by  the  State  Railroad  Commission  of  Illinois. 
This  combination  rate  would  amount  to  26.28  cents. 

This  secret  rate  to  Galesburg  is  of  but  small  importance  in  compari- 
son with  the  secret  rate  to  East  St.  Louis,  but  it  covered  the  supply  of 
28489—06 16 
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COMPARISON'  OF  ACTUAL  OIL  RATES,  FIFTH-CLASS  RATES,  AND  EaOXtfATED  OIL  RATES 
UNDER  PRORATING  FROM  TOLEDO.  FINDLAY,  CLEVELAND^JJID  PITTSBURG  TO  POINTS 
IN  IOWA  OTHER  THAN  MISSISSIPPI  RIVER  POINTS. 

[Rates  in  cents  per  hundred  poundH.    Minus  sigusiiidlcate  difference  in  opposite  direction  from  thAt 

indicfUfid  In  column  heading.] 

From  Toledo  atul  Findlay,  Ohio, 


To- 


Eastern  part: 

Center\'ille 

Chariton , 

Charles  City 

Des  Moines | 

Fairfield 

Fort  Dodge 

Iowa  City 

Marshalltown 

MaHon  City 

Oel  wein 

Oslcaloosa , 

Ottumwa , 

Waterloo 

Webster  City 

Western  part:  I 

Boone ' 

Council  Bluffs 

Creston 

Red  Oak 

Shenandoah I 

Sioux  City 


39 
38 

39  i 
39  i 
39 


6.5 


40 
40 
40 
40 
40 


Actual  oil 
rate. 

Actual 

fifth-clam 

rate. 

Excess  of 
actual  oil 
rate  over 
claas  rate. 

Estimated    Excess  of 
oil  rate  on  actual  over 
proportion-  estimated 

35.5 

32 

3.5 

81 

4.5 

35.5 

34 

1.5 

38 

2.5 

32 

34 

-2 

33 

-1 

35.5 

35 

.5 

M 

1.5 

32 

30.5 

1.5 

29.5 

2.5 

36.5 

37.5 

-1 

86.5 

0 

31 

30 

1 

29 

2 

83 

34 

-1 

33 

0 

33 

35 

-2 

34 

-1 

31 

31 

0 

30 

1 

33 

82 

1 

31 

2 

33 

31 

2 

30 

3 

32 

32 

0 

31 

1 

35 

36.5 

-1.5 

35.5 

-  .5 

-.5  1 
-1  j 
-2 

-1    : 

-1 

-1 


35.5  ' 
39  i 
39  i 
39      i 


I 


From  ('If  iff  ami,  Ohio. 


Kastcrii  pnrt: 

<'«Mitfrvin«'.. . 

Clmritoii 

CharU's  City.. 

Dfv  Moiiu's... 

FairtirUl 

F«»rt  I)o«li;c... 

Iowa  City 

Mar>liallto\Mi 

Ma.«ioii  City  . . . 

( ><'l\vriii 

o>kalno>!» 

Ottumwa 

Wat.rloo 

Wrb-trr  City  . 
Wolcrn  part: 

M.M.nc 

Ci.imoil  lUiilT^ 

Crt'sti.ii 

K.mI  oak 

Sliciiaiidoiili  . 

Siou.x  City. . . . 


:^8 

:« 

5 

33 

5 

lis 

M.b  , 

3.5 

34.5 

3.5 

M.  r> 

M 

.5 

34 

.5 

AS 

'M.  .^ 

3.5 

34.5 

3.5 

:jj..'> 

30.  f) 

4 

30.5 

4 

:{y 

as.  r> 

.5  , 

38.5 

.5 

Ml  r> 

•M).  .=> 

3 

30.5 

3 

:i.i.  5 

•M).  r, 

5 

30.5 

5 

:r». :» 

•M 

1.5 

34 

1.5 

:«.  'i 

:{o.r> 

3 

30.5 

S 

a-'.. ') 

:h>.  .'> 

.=) 

30.5 

5 

:v..  :> 

:?().  a 

a 

W.  5 

6 

:'.i.:> 

A),  a 

4 

30.5  ; 

4 

:i7. .') 

\i-') 

2.5  ; 

35 

2.5 

;N.  :> 

;^..  a 

■J 

36.5 

2 

1 1 .  T) 

11.  a 

0 

41.5 

0 

10.  a 

U.a 

-1 

41.5  ; 

-1 

\].'^ 

1 1 .  a 

0 

41.5 

0 

n.:, 

n.a 

0 

41.5 

0 

M.:> 

11.  a 

0 

41.5 

0 
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COMPARISON  OF  ACTUAL  OIL  RATES,  FIFTH-CLASS  RATES,  AND  ESTIMATED  OIL  RATES 
I'NDER  PRORATING  FROM  TOLEDO.  FINDLAY,  CLEVELAND.  AND  PITTSBURG  TO  I»0INT8 
IN  IOWA  OTHER  THAN  MISSISSIPPI  RIVER  POINTS. 

[Ratcfl  in  centK  per  hundred  poundR.    MinuR  Rigns  indicate  difference  in  opposite  direction  frum  that 

Indicated  in  column  heading.] 


From  PitUburg,  Pa.  a 


To— 


Eaxtem  part: 

Centervllle.... 

Chariton 

CharleR  City . . . 

DeHMoinea 

Talrflelfl 

Fort  Dodge 

Iowa  City 

Marshalltown  . 

Manon  City 

Oelweiu 

O;tkaloo(«a 

Ottumwa 

Waterloo 

Web»«ter  City  . . 
WeHlern  part: 

B<tone 

Council  Bluffs. 

Crexton 

RtHlOak 

Shenandoah... 

Sioux  City 


Actual  oil 
rate. 


43 
43 


Anfii.li        Excess  of  I  Ehtimated 
niin-cia>««     ^te  over    proportion- 
clam  rate.  |    al  basiM. 


rate. 


Exce^  of 

uctual  over 

estimated 

oil  rate. 


39.5 


44 

38. 
40. 
40. 
38. 
40. 
40. 
39. 
42. 

43. 

4«. 
45. 
46. 
46. 
46. 


36 

37.5 

87 

37.5 

33.5 

41.5 

33.5 

33.5 

37 

83.5 

33.5 

83.5 

33.5 

38 

39.5 
41.5 
44.5 
44.5 
44. 5 
44.5 


5.5 

2.5 

5.5 

6 

2.5 

5 

7 

3.5 

5 

7 
6 
4.5 

4 

2 
1 
2 


38 

m:ft 

39 
89.5 
35.5 
43.5 
a5.5 
35.5 
39      I 
35.5  I 
35.  5 
a5. 5  I 
35.5 
40 

41.5 
46.5 
46.5 
4<'..5 
46.5 
46.5 


6 

3.5 
.5 

3.5 

4 
.5 

3 

5 

1.5 

3 

5 

5 

4 

2.5 


«  Pltt>burK  rate}*  Hf>ply  alto  from  mi»>.t  other  \ve^tcrn  Pennsylvania  refining  iM»intK 

Section  5.  Rates  to  the  Northwest. 

The  failure  of  the  western  lines  to  prorate  on  oil  also  serves  to 
increase  the  oil  rat<»  from  easti»rn  refineries  to  the  Northwest,  though 
the  difference*  is  somewhat  less  conspicuous  than  in  the  case  of  shipments 
to  the  territory  along  the  Mississippi  River  in  Illinois  and  Iowa.  The 
western  railroads  make  through  rates  on  classified  articles  and  on 
many  conniKKlities  from  |M)ints  east  of  Chicago  to  the  Northwest.  Thus, 
regular  fifth-class  rates  under  the  Western  Classification  are  named  in 
the  tariffs  of  the  northwestern  lines  from  Toledo,  Cleveland,  and  Pitts- 
burg to  points  in  Wisconsin  and  to  the  junction  |K)ints  in  Minnesota. 
No  such  through  rates  are  named  on  oil,  hut  the  sum  of  the  local  rate* 
to  Chicago  and  tin*  nite  from  Chicago  on  is  charged.  The  effect  of 
this  practice  is  shown  in  th<*  accomjwnying  table,  which  merely  com- 
pares oil  rates  on  the  basis  of  fifth-das.s  rates,  the  latter  being  the  nites 
which  correspond  inost  closely  to  the  oil  rates  west  from  Whiting,  and 
which  are  actually  applied  on  oil  in  many  cases.  The  table  shows  the 
raU\s  from  Whiting,  Toh'do.  Cleveland,  and  Pittsburg  to  St.  Paul, 
Minneapolis,  and  Duluth,  Minn.,  Superior,  Wis.,  IshiHMuing  and  Ks- 
canaba,  Mi<'h.,  and  Winona,  Minn. 
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Another  discrimination  in  published  rates  of  some  little  importance 
was  formerly  made  by  the  Chicago  and  Northwestern  and  the  Chicago, 
Milwaukee  and  St.  Paul.  On  shipments  from  Chicago  to  a  number  of 
points  in  southeastern  Wisconsin  the  oil  mte  was  from  6  to  8  cents 
per  hundred  pounds.  Thus  to  Janesville,  Beloit,  Stoughton,  and 
Evansville  the  rate  was  7  cents.  On  the  other  hand,  the  rate  to  Madi- 
son, Wis.,  was  12i  cents.  Madison  is  but  little  farther  from  Chicago 
than  Stoughton  and  Evansville,  and  not  enough  farther  than  Janes- 
ville to  justify  any  material  difference  in  mtes.  As  a  matter  of  fact, 
on  classified  articles  and  on  various  special  commodities  the  rates 
from  Chicago  to  Madison,  Evansville,  Stoughton,  Beloit,  and  Janesville 
have  long  been  precisely  the  same. 

It  was  alleged  that  the  reason  for  the  high  rate  to  Madison  was  that 
the  Valvoline  Oil  Company  had  a  tank  station  there  from  which  it  dis- 
tributed oil  in  considerable  quantities  in  less-than-carload  lots  to 
neighboring  towns  in  W^isconsin.  The  Standard  Oil  Company  had  tank 
stations  in  such  neighboring  towns,  to  which  lower  rates  from  Chi- 
cago applied,  and  could  afford  to  pay  the  high  rate  to  Madison  on 
local  business  in  order  to  compel  its  competitor  to  do  the  same,  both 
on  local  business  and  on  oil  for  other  towns.  This  case  was  investi- 
gated by  the  W^isconsin  Railroad  Commission  in  1905,  and  the  rail- 
roads, without  a  formal  order  of  the  commission,  reduced  the  Madison 
i*ate  to  7  cents.  The  commission  was  apparently  of  opinion  that 
the  high  rate  to  Madison  had  been  intended  as  a  discrimination  in 
favor  of  the  Standard  Oil  Company. 


MAP  OF  SOUTHERN  STATES,  SHOWING  TERRITORIES  SUPPLIED  BY  DIFFERENT  RATE 

COMBINATIONS    1904. 


8tand«rd  Oil  Co.'s  refineries  ^ 

Principal  comp«>ting  refining  points.     0 


CHAn:ER  VI. 

SOUTH   CENTBAL  STATES. 

I.  GENERAL   STATEMENT   OF  CONDITIONS. 

Section  1.  Oeographical  relation  of  refineries  to  southern  markets. 

On  shipments  of  petroleum  products  into  the  South  the  Standard 
Oil  Company  has  enjoyed  an  enormous  advantage  over  its  competitors 
by  reason  of  excessive  differences  between  the  rates  from  its  refineries, 
particularly  the  great  refinery  at  Whiting,  Ind.,  and  the  rates  from 
competing  refineries  in  Ohio  and  Pennsylvania.  The  rates  paid  by 
the  Standard  into  a  large  part  of  this  territory  have  been  based  on 
secret  combinations  not  known  to  competitive  shippers. 

The  territory  covered  by  the  present  chapter  may  be  roughly  de- 
fined as  the  South  Centml  States.  It  includes  the  area  south  of  the 
Ohio  River,  extending  east  from  the  Mississippi  River  to  within  a 
corai>aratively  short  distance  of  the  Atlantic  coast.  As  already  shown 
in  Chapter  III,  a  strip  along  the  seaboard  is  chief!}'  supplied  by  the 
Standard  Oil  Company  from  its  refineries  at  New  York  Har!)or,  Phil- 
adelphia, and  Baltimore.  Nearly  all  the  remaining  portion  of  the 
Southern  States  east  of  the  Mississippi  is  supplied  chiefly  from  the 
Whiting  refinery:. but  a  companitively  small  area  in  Kentucky,  West 
Virginia,  and  Virginia  is  supplied  largely  from  the  refinery  at  Par- 
kersburg,  W.  Va.,  and  during  the  past  two  or  three  years  the  Stand- 
ard Oil  Company  has  begun  to  ship  considerable  quantities  of  Texas 
oil  into  the  Southern  States.  The  conditions  in  the  southern  territory 
west  of  the  Mississippi  River,  which  also  until  recently  was  almost 
wholly  supplied  from  Whiting,  are,  except  as  to  points  on  the  river 
itself,  based  upon  different  combinations  of  rates,  and  are  therefore 
discussed  in  a  separate  chapter. 

The  accompanying  map  shows  the  relation  of  the  south-central 
territory  to  the  Whiting  and  Parkersburg  refineries  of  the  Standard 
Oil  Company  and  to  the  refineries  of  its  competitors.  Although  the 
Standard  has  refineries  also  at  Cleveland  and  Lima  and  in  the  oil 
regions  of  western  Pennsylvania,  it  ships  very  little  oil  from  these 
refineries  into  the  Southern  States,  and  these  shipments  consist  chiefly 
of  lubricating  oil  of  grades  not  made  at  Whiting  and  of  naphtha. 
The  competitors  of  the  Standard  Oil  Compjiny  are,  for  the  most  part, 
situated  in  Ohio  and  western  Penns^'lvania.  A  glance  at  the  map  will 
show  that,  broadly  speaking,  these  competing  refineries  are  at  alnnit 
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the  same  distance  from  the  markets  under  consideration  as  the  Stand- 
ard plant  at  Whiting  is.  Under  a  normal  adjustment  of  rates  these 
refineries,  particularly  those  of  northern  Ohio,  would  be  on  a  sub- 
stantial equality  with  the  Whiting  refinery  in  shipping  into  the  South, 
taking  somewhat  lower  rates,  perhaps,  to  some  points  which  are  nearer 
to  them,  somewhat  higher  rates  to  some  points  which  are  nearer  Whit- 
ing, and  identical  rates  to  a  large  number  of  points  which  are  almost 
equally  distant. 

Section  2.  General  nature  of  advantages  of  Standard  Oil  Company. 

As  a  matter  of  fact,  the  rates  from  independent  refining  points  into 
the  South  have  for  years,  up  to  about  the  end  of  1905,  been  on  an  aver- 
age practically  50  per  cent  higher  than  those  paid  by  the  Standard  Oil 
Company  from  Whiting,  while  Parkersburg  has  also  enjoyed  relatively 
lower  raten  to  the  territory  supplied  !)y  it  than  could  be  obtained  by 
the  independent  refineries.  These  discriminations  ma}'  be  broadly 
classed  under  four  heads: 

(1)  Discrimination  arising  through  a  combination  of  rates 
FROM  W^HiTiNG  BY  WAY  OF  Grand  JUNCTION,  Tenn. — The  area  sup- 
plied primarily  by  the  Grand  Junction  combination  constituted  a  broad 
belt  covering  the  upper  two-thirds  of  Alabama  and  Georgia,  the  north- 
western third  of  South  Carolina,  and  a  considerable  area  in  eastern 
Tennessee — perhaps  a  quarter  of  the  State.  In  Mississippi  it  included 
only  a  few  points  near  the  eastern  border.  This  Grand  Junction  com- 
bination, whicli  was  secret,  was  canceled  as  soon  as  it  was  discovered 
by  the  Bureau  of  Corporations. 

(2)  Discrimination  iused  on  secret  low  rates  from  Whiting 
TO  EvANsviLLE,  I  NO.,  combined  with  pu!)lishcd  rates  from  Evansville 
to  points  in  the  South  (•onsidera))ly  lower  than  the  rates  from  Cincin- 
nati, the  natuml  gateway  of  the  independent  refiners.  The  area  sup- 
plied by  the  Standard  through  this  Evansville  combination  included 
some  points  south  of  that  supplied  by  the  (rraiid  Junction  combina- 
tion, and  most  of  the  territory  north  of  the  Ix^lt  supplied  by  way  of 
(irand  Junction  except  the  eastern  half  of  Kentucky.  The  Evansville 
combination  was  also  used,  either  exclusively  or  as  an  alternative,  for 
several  scattered  points  in  the  Grand  Junction  territory,  in  Alabama 
and  (T(H)rgia.  The  secret  Evansville  rate  was  abolished  as  soon  as  it 
was  discovered  by  the  Bureau  in  December,  UM)5,  but  the  discrimina- 
tion in  the  open  rates  south  fiom  Evansville  still  exists.  Moreover, 
the  Standard  plant  at  Whiting  still  enjoys  the  same  open  discrimination 
in  shipments  to  the  south  throu^rh  Louisville,  as  against  competitive 
shipments  throu<,^h  Cincinnati. 

{'^)  Discrimination  between  \Vhitiv(;  and  inoependent  refix- 

IN(;  POINTS  IN  THE  rUBLISlIEl)  RATES  TO  MlSSISSn»ri  VaLLEY  POINTS. — 

These  points  include  the  leading  towns  alonpf  or  near  the  Mississippi 
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River,  on  both  sides,  from  Memphis  to  New  Orleans,  and  also  Mobile, 
Pensacola,  and  a  few  other  towns  on  the  Gulf;  while  by  combinations 
based  upon  them  or  by  other  relatively  low  through  published  rates, 
a  considerable  number  of  other  points  in  western  Mississippi,  eastern 
Louisiana,  southern  Alabama  and  Georgia,  and  western  Florida  can  be 
reached  much  more  cheaply  from  Whiting  than  from  the  Ohio  and 
Pennsylvania  refineries.  The  differences  in  rates  to  Mississippi  Valley 
points  are  entirely  disproportionate  to  the  differences  in  distance. 
These  differences  still  exist. 

(4)  Discrimination  in  open  rates  to  the  South  between  the 
Parkersburo  refinery  and  independent  refineries. — The  rates 
from  Parkersburg  were  particularly  favorable  as  compared  with  those 
from  Marietta,  Ohio,  just  across  the  Ohio  River.  These  rates  in  favor 
of  Parkersburg  extended  into  most  of  the  southern  territory,  but,  save 
in  exceptional  cases,  they  were  actually  used  by  the  Standard  Oil  Com- 
pany only  for  a  limited  district,  chiefly  in  Kentucky  and  West  Virginia, 
the  rates  to  other  points  being  more  favorable  from  Whiting.  The 
discrimination  in  favor  of  Parkersburg  was,  at  least  in  large  measure, 
discontinued  in  1905,  and  because  of  its  minor  importance  is  discussed 
very  briefly. 

The  territories  covered  by  these  different  rate  combinations  are 
shown  on  the  map  facing  page  245. 

In  order,  better  to  understand  the  general  rate  conditions  in  the 
southern  territory,  it  should  be  borne  in  mind  that,  not  onl}^  with 
respect  to  oil,  but  also  with  respect  to  most  other  commodities,  the 
Ohio  River  is  the  basis  of  rates  on  shipments  from  all  points  in  the 
central  North  into  the  central  South  and  vice  versa.  Ordinarily  there 
are  no  through  rates  from  points  north  of  the  Ohio  River  to  points 
south,  and  the  same  is  true  of  shipments  toward  the  north.  The  local 
rate  from  the  point  of  origin  to  the  particular  Ohio  River  gateway  is 
ordinarily  added  to  the  local  rate  from  this  gatewa}"  to  destination. 
To  Mississippi  Valle}'  point^s  and  a  few  others  in  the  western  part 
of  this  territory  (prorating  points,  as  they  are  sometimes  called), 
however,  through  rates  on  classes  and  on  most  commodities  are  named 
from  northern  points.  The  theory  of  most  of  these  through  rates  is 
that  they  are  necessitated  by  actual  or  potential  water  competition  by 
way  of  the  Mississippi  River  and  the  Gulf  of  Mexico.  Through  rates 
are  also  made  from  Pittsburg  and  neigh lK)ring  territory  into  the  South 
generally. 

The  policy  of  the  railroads  on  most  traffic  is,  broadly  speaking,  to 
equalize  the  rates  by  way  of  the  various  Ohio  River  gateways.  The 
leading  river  crossings  are  at  Cincinnati,  Louisville,  Evansville,  and 
Cairo.  Formerly  Louisville  was  very  generally  favored  as  against 
Cincinnati,  but  this  has  now  largely  ceased,  except  as  to  oil.  This 
policy  of  equalization  is  to  some  slight  extent  maintained  in  oil  mLtie^*^ 
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or  at  It^ast  in  the  published  rates;  but  even  the  published  rate**,  for  the 
nio.st  part,  depart  widely  from  the  usual  equitable  adjustment  and  awke 
a  discrimination  ifi  favor  of  the  Standard  plant  at  AVhitin^. 

n.  THE  GRAND  JUNCTION  COMBINATION. 

Section  3.  Method  of  arranging  the  secret  combination. 

The  most  important  advantage  which  the  Standard  Oil  Company 
has  enjoyed  on  transi)ortation  into  the  South  is  that  arising  from  the 
Grand  Junction  combination  of  rates,  (irand  Junction  is  b"2  miles 
east  of  Memphis.  It  is  almost  directly  south  of  Chicago,  and  on  the 
extreme  western  edge  of  the  South  Central  States.  It  is  the  junction 
of  the  Illinois  Central  Itailroad  with  the  Southern  Railway,  and  it  is 
to  points  on  the  Southern  and  its  connections  that  the  combined 
nites  applied.  When  the  Grand  Junction  combination  was  first  estab- 
lished, the  line  east  and  west  from  Grand  Junction  was  known  as  the 
Memphis  and  (Charleston  Railway,  but  this  was  absorbed  bv  the 
Southern  Railway  in  18^»S. 

The  accompanying  map  shows  how  the  rate  combination  was  ar- 
ranged. Only  a  few  typical  points  of  destination  supplied  with  oD 
via  (irand  Junction  are  indicated,  but  these  points  outline,  approxi- 
mately, the  territory  reached.  The  map  shows  the  railways  as  strai^t 
lines  between  leading  points  instead  of  following  the  actual  lines 
closely.  It  shows  clearly  enough,  however,  that  oil  shipp<*d  from 
Whiting  to  most  points  in  the  South  takes  a  very  much  longer  route 
than  is  necessary  when  it  goes  by  way  of  (Trand  Junction.  It  followa, 
substantially,  two  sides  of  a  right-angled  triangle.  whiMeas  over  the 
Southern  Railway  oi  over  tin*  I.onisvillo  and  Nashville  Riiilroad, 
which  is  not  shown  on  the  map,  it  migiit  tak(^  an  approximately 
straight  route  by  way  of  Kvansville,  Louisville,  or  Cincimiati. 

The  combination  of  rates  via  Grand  »hinction  was  a  secret  one  which 
])ermitted  the  Standard  Oil  Company  to  deliver  oil  to  a  large  nunil>er 
of  important  points  in  the  South  at  a  cost  from  one-tenth  to  fully  one- 
third  less  than  the  combination  of  publishcul  taritl'  ratios.  The  method 
usi'd  to  evade  the  published  taritl's  was  peculiar. 

Pi'HLisiiKi)  TAUiFF  HATKs.—  Th(»  Only  publisliiHl  rates  on  oil  from 
AVhiting  to  thi^  larger  part  of  tlu^  territory  south  of  the  Ohio  River 
and  (Mist  of  th(*  Mississippi  are  rombinations  bascil  on  Ohio  River 
gateways.  From  th<»  tinn*  the*  Whiting  retinery  was  opened,  in  ISSHK 
down  to  IS'.MI,  the  publisjioil  ratr  on  oil  from  Whiting  to  Cincinnati, 
L()uisvill(\  Kvansville,  and  Cairo  was  12  cents  per  hundred  pounds: 
since  \s[U\  it  has  Ihhmi  11  cents.  This  has  hctMi  a  wi^ll  known  and  con- 
spicuous rate,  published  for  years  ]>y  th(»  Chicago  and  Ohio  River 
connnittee  of  the  Ci^itral  Freight  Association.  This  committee  rep- 
n»s(Mitsall  the  railroads  from  Chicago  to  thi^Ohio  River,  among  which 
/trr  tlio  (li'icHiro  and  Kastern  Illinois  and  its  connecting  line,  the  F^vans- 
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ville  and  Terre  Haute  Railroad,  which  together  constitute  a  through 
route  from  Chicago  to  Evansville,  and  also  extends  south  from  Evans- 
ville;  and  also  the  Illinois  Central  Railroad,  which  has  one  line  to  the 
South  crossing  the  river  at  Cairo  and  another  crossing  at  Evansville, 
both  reaching  Grand  Junction.  These  two  systems  were  those  which 
departed  from  the  published  rates  by  secret  tariffs.  The  11-cent  rate 
appears  in  the  successive  issues  of  the  tariffs  published  by  this  com- 
mittee. These  are  comprehensive  tariffs,  including  class  rates  as  well 
as  rates  on  many  special  commodities.  It  was,  therefore,  a  familiar 
fact  that  the  established  rate  on  oil  properly  applying  on  shipments 
from  Whiting  to  all  Ohio  River  crossings  was  11  cents  per  hundred 
pounds;  and  this  rate  was,  as  far  as  the  Bureau  has  ascertained, 
actually  used  on  all  shipments  from  Whiting  to  Louisville  and  Cin- 
cinnati, and  also,  during  most  of  the  period,  to  Cairo.  It  was  not 
used  to  Evansville,  and  this  was  the  gateway  through  which  nmch  the 
greater  part  of  the  oil  moved. 

This  11-cent  rate  was  supposed  to  be  combined  with  published  tariff 
rates  from  the  Ohio  River  south.  The  most  important  railways  tak- 
ing freight  from  the  Ohio  River  into  the  South  are  the  Louisville  and 
Nashville  and  the  Southern  Railway.  Both  these  lines  have  for  years 
published  special  petroleum  tariffs  reading  from  Ohio  River  crossings, 
and  these  are  ostensibly  the  only  tariffs  to  be  applied  on  oil  moving 
over  these  lines  from  the  river  to  most  points  in  the  South. 

The  latest  pul)lication  of  the  Southern  Railway  covering  these  rates 
on  oil  is  entitled  ''  Petroleum  tariff  3,'' giving  mtes  on  specified  petro- 
leum products  ^'from  Cincinnati,  Ohio,  Louisville  and  Lexington,  Ky. 
(from  beyond),  Evansville,  Ind.,  to  common  and  local  points  in  south- 
eastern Mississippi  Valley  and  Carolina  territories,  and  to  points  in  the 
States  of  Kentuck3\  Tennessee,  and  Louisiana.'"  This  tariff  was  effec- 
tive November  15, 1H04,  but  preceding  issues  were  essentially  similar. 

Conspicuously  set  forth  in  this  tariff  under  the  word  ''Notice"  is 
the  following  statement: 

There  are  no  terminal  charges  or  any  rules  or  regulations  at  points  of  origin  or  des- 
tination on  these  lines  which  in  any  wise  change,  affect,  or  determine  any  part  of  the 
aggregate  of  tht*  rates  nameil  in  this  tariff,  except  as  publishe<l  and  filed  with  the 
Interstate  Commerce  Commiasion. 

Yet,  as  a  matter  of  fact,  there  were  armngements  in  connection  with 
this  very  tariff,  by  which  the  ''aggregate  of  the  rates  named  in  this 
tariff''  was  greatly  reduced.  Two  papers  thus  changing  the  rates  were 
issued,  but  only  one  of  them  was  tiled  with  the  Interstate  Conmierce 
Conmiission,  and  even  that,  as  is  shown  more  fully  below,  was  effect- 
ively secret. 

The  Southern  Railway  itself  does  not  reach  (irand  Junction  directly 
from  eith(»r  Evansville  or  Ijouisville,  two  of  the  points  of  origin 
named  in  the  tariff.     In  order,  however,  that  it  mav  handle  U\^  «^\VVnx 
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way  of  Grand  Junction^  the  Illinois  Central  takes  the  oil  from  Evana- 
ville  to  Grand  Junction,  and  there  delivers  it  to  the  Southern. 

Division  sheet  of  the  Southern  Railway. — ^In  connection  with 
this  tariff  of  the  Southern  Kailway  (as  in  the  case  of  preceding 
issucvs)  the  Southern  issued  a  ''division  sheet"  (division  sheet  No.  1 
to  petroleum  tariff  No.  3),  which  named  the  proportions  of  the  pub- 
lished rates  which  would  accrue  to  each  road  participating  in  the 
through  rates,  showing  just  how  much  was  to  be  allowed  to  the  Illi- 
nois Central  for  its  haul  from  Evansville  to  Grand  Junction,  how 
much  to  the  Southern  for  its  haul  beyond  Grand  Junction,  and  how 
nuich  to  each  connecting  line  beyond  the  Southern.  This  division 
sheet  does  not  include  all  points  to  which  rates  from  Evansville  are 
named  in  the  tariff. 

In  accordance  with  the  usual  practice  of  railroads,  this  division  sheet 
and  the  similar  sheets  used  in  conjunction  with  previous  tariffs  have 
never  boen  tiled  with  the  Interstate  Commerce  Commission.  Division 
sheets  are'  never  posted  for  public  inspection  in  stations,  and  are  not 
ordinarily  accessible  to  shippers  even  on  request.  The  Standard  Oil 
Company  is  known  to  have  received  a  copy  of  this  particular  division 
sheet,  but  there  is  every  reason  to  believe  that  no  other  oil  shipp^er 
ever  saw  it. 

Tfider  this  published  tariff  and  under  this  division  sheet  the  proper 
charge  on  oil  from  Whiting  to  Grand  Junction  destined  to  points 
beyond  would  consist  of  11  cents  per  hundred  pounds,  the  published 
rate  from  Whiting  to  Evansville,  phis  the  amount  shown  in  the  division 
sheet  as  accruing  to  the  Illinois  Central  Kailroad  between  Fivansville 
and  Grand  Junction,  ranging  from  Scents  to  \Hk  cents  according  to  the 
final  destination  of  the  oil.  The  total  charge  from  Whiting  to  Grand 
Junction  ought  thus  to  be  from  V,)  cents  to  :i\^i  cents.  As  a  matter  of 
fact,  for  many  years  all  oil  was  carried  from  Whiting  to  Grand  Junc- 
tion for  l.*5  cents  per  hundred  pounds,  or  from  6  cents  to  IG^  cents  less 
than  the  legally  established  rat(\ 

Skc'KEt  tariffs  from  WnrriNi;  to  (ihand  .Iunction. — In  order 
to  bring  about  this  arrangeujent.  secret  turitl's  have  been  issued  naming 
a  rate  of  18  cents  ])or  hundred  pounds  from  Whiting  to  (irand  Junc- 
tion, when  destined  to  points  b(\vond  on  the  Southern  Railway  (for- 
miM-ly  the  Memphis  and  Charh^ston).  These  tariffs,  in  other  worcLs, 
made  a  proportional,  not  a  local  rate.  The  evidence  that,  although 
tiled,  they  wen*  secret,  is  given  in  section  s.  The  first  of  these  secret 
tariffs  to  be  filed  with  the  Interstate  Conunerce  Commission  was  issued 
by  the  Illinois  ( Vntral  Kailroad  in  February,  ISIM),  though  there  is 
reason  to  believe  that  the  published  com))ination  of  rates  was  evaded 
even  earlier  by  a  low  rate  to  (irand  Junction.  This  first  filed  tariff 
read  from  Kiverdale,  III.,  to  (irand  Junction.  Hiverdale  is  a  small 
stntion  nonr  Chicago,  and  is  the  junction  of  the  Illinois  Central  with 
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the  road  now  known  as  the  Chicago  Terminal  Transfer  Railroad,  which 
brought  the  oil  from  Whiting. 

In  September,  1897,  the  same  rate  was  named  in  a  tariff  issued  b}^ 
the  Chicago  and  Eastern  Illinois  Railroad,  reading  from  Dolton,  111. 
(the  junction  of  that  road  with  the  Chicago  Terminal  Transfer  Railroad), 
to  Grand  Junction.  Under  this  tariff  the  Chicago  and  Eastern  Illinois 
carried  the  oil  as  far  as  Terre  Haute,  whence  the  Evansville  and  Terre 
Haute  hauled  it  to  Evansville,  whence  the  Illinois  Central  took  it  to 
Grand  Junction.  The  Illinois  Central  tariff  remained  in  force  until 
February,  1898,  when  it  was  canceled  and  the  Chicago  and  Eastern 
Illinois  reissued  its  tariff  to  Grand  Junction.  The  last-named  isssue 
remained  in  effect  until  December  11,  1905.  It  was  canceled  almost 
immediately  after  the  Grand  Junction  combination  was  discovered  by 
agents  of  the  Bureau  of  Corporations,  and  beyond  question  it  was  can- 
celed because  it  had  been  so  discovered.  A  copy  of  the  tariff  of  the 
Chicago  and  Eastern  Illinois  Railroad  issued  in  February,  1898,  naming 
the  13-cent  rate  to  Grand  Junction,  follows.  The  original  is*a  mimeo- 
graphed typewritten  sheet. 

'\  I 

I.  C.  C.  No.  394.  T-6H99. 

G.  F.  D.  No.  10145. 

CHICAGO  &  EASTERN  ILLINOIS  RAILROAD.  , 

In  connection  with 

EVANSVILLE  &  TERRE  HAUTE  RAILROAD.  | 

'  ILLINOIS  CENTRAL  RAILROAD.  I 

I 
PETROLEUM  AND  ITS  OIL  PRODUCTS;  CARLOADS. 

In  barrels  or  tank  cars. 

Minimum  weijrlit:  When  in  tankn,  cajvacity  of  tank;  barrels,  24,000  11^. 

Eroni 

Dolton,  111., 

to 

(iRAND  JUNCTION,  TENN. 

13  cents  per  100  Ibn. 

I8*»ued  February  3rd,  1898.  Effective  Febniary  8th,  1898. 

Alx)ve  rate  applies  only  on  shipments?  destined  i>ointi«  on  or  reacheil  by  the 
Memphis  &  Charleston  R.  R.  and  will  not  apply  on  oil  for  Grand  Junction 
proper. 

Above  rate  will  also  apply  from  Whitinjr,  Ind.,  via  C.  T.  T.  Ry. 

Waybill  \>qt  division  sheet. 

Wm.  (\%mpbell,  F.  p.  Jeffrie**,  W.  D.  HrRLBiT, 

r;.  F.  A.,  ( .  il-  E.  L  R.  R.,       a.  F.  a.,  E.  A'  T.  11.  R.  R„         a.  F.A.J.  (\  R.  A'., 

f'hlcuffOj  III.  Eransriflf,  Ind.  LoiilHnlUyK^\,, 
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From  Dolton  to  Grand  Junction  by  way  of  Evansville  is  574  tnile!<; 
from  Riverdale  to  Grand  Junction  by  waj'  of  Cairo,  over  the  tracks 
of  the  Illinois  Centml,  is  501  miles. 

The  method  of  handling  this  combination  of  i-ates,  while  perhaps 
sufficiently  clear  already,  may  be  illustrated  by  a  typical  example,  say 
of  a  shipment  from  Whiting  to  Birmingham,  Ala.  The  only  published 
combination  of  rates  would  be  44  cents  per  100  pounds,  made  up  of  11 
cents,  the  published  mte  from  Whiting  to  Evansville,  plus  33  cents, 
the  published  rate  from  Evansville  to  Birmingham.  The  actual  rate 
paid  b};  the  Standard  Oil  Company  on  hundreds  of  cars  shipped  to 
Birmingham  was  29^  cents,  made  up  of  13  cents  from  Whiting  to  Grand 
Junction,  plus  li]^  cents,  the  proportion  accruing  to  the  Southern  Rail- 
way from  Grand  Junction  to  Birmingham  under  the  Evansville  tariff. 

Section  4.  Gktin  to  the  Standard  Oil  Company  by  the  Orand  Junction 
combination. 

In  order  to  determine  how  much  the  Standard  Oil  Company  prof- 
ited by  the  use  of  the  secret  combination  instead  of  the  published 
i*ate8  it  is  necessary  to  take  account  separately  of  each  individual 
point  of  final  destination,  because  for  different  destinations  the* 
amounts  which  should  properly  accrue  to  the  Illinois  Central  Railroad 
from  Evansville  to  Gmnd  Junction  are  different.  The  Bureau  of  Cor- 
porations has  examined  the  shipments  of  oil  via  Grand  Junction  in 
detail  for  two  months,  December,  liH)4,  and  November,  1905,  the 
latter  being  the  last  month  during  which  the  Grand  Junction  c<mibina- 
tion  rates  remained  in  force. 

During  December,  11X)4,  IfU)  cars  of  oil  were  shipped  from  Whiting 
by  way  of  Grand  Junction  to  points  in  the  South;  during  Novemlx^r, 
1905,  149  cars  were  so  shipped.  It  was  found  that  for  the  two  months 
combined  the  total  weight  of  oil  shipped  was  15,801), 706  pounds.  At 
the  regular  tariff  rates  (11  cents  from  Whiting  to  Evansville,  plus  the 
varying  rates  from  Evansville  to  final  destinations)  the  propiM*  charge 
on  this  oil  would  have  been  ST2,'295.:^s.  The  actual  charge,  based  on 
the  13-cent  rate  to  Grand  Junction  and  the  proportion  accruing  beyond 
(irand  Junction,  was  Jj>54,T5T.^>8.  The  difi'erence,  which  represents 
the  extent  of  the  departure  from  the  published  rates,  was  S17,587.60, 
or  a  trifie  less  than  '25  per  cent  of  the  proper  charge. 

The  average  rate  |)er  hundred  pounds  which  should  have  been 
charges!  on  the  shipments  during  these  two  months  was  45.74  cents. 
The  actual  rate  averaged  34. H4  cents,  an  undercharge  of  11.1  cents  per 
hundred  pounds. 

At  the  pui)lished  rates  the  average  charge  per  car  should  have  l)een 
$227.34.  The  actual  charge  was  §172.19  per  car.  or  an  undercharge 
of  S55.15  ])er  car. 
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On  the  basis  of  these  figures  it  is  possible  to  compute  with  approxi- 
mate accuracy  the  annual  direct  gain  to  the  Standard  Oil  Company 
from  the  use  of  the  Grand  Junction  rate.  The  records  of  the  agent 
at  Grand  Junction  show  that  during  1902  there  were  shipped  from 
Whiting  via  Grand  Junction  into  the  South  1,522  cars;  during  1904, 
1,519  cars;  and  during  the  first  eleven  months  of  1905,  1,350  cars. 
The  total  number  of  cars  thus  shipped  in  thirty-five  months  was  4,891. 
The  actual  total  weight  of  oil  in  these  cars  was  190,083,942  pounds, 
the  average  weight  per  car  being  43,290  pounds. 

It  is  fair  to  assume  that  the  shipments  of  December,  1904,  and 
November,  1905,  were  typical  shipments,  and  that  the  average  under- 
charge of  11.1  cent  per  hundred  pounds  shown  on  these  shipments 
w^ould  represent  very  closely  the  undercharge  on  the  entire  shipments 
of  the  thirty-five  months  above  specified.  On  this  assumption  the 
total  undercharge  on  the  4,391  cars  would  have  amounted  to  ^210,993. 18. 
This  is  equivalent  to  $6,028.38  per  month,  or  somewhat  more  than 
$72,000  per  year.  While  this  was  not  technicall}"  a  "^rebate,"  it 
amounted  to  precisely  the  same  thing,  inasmuch  as  it  resulted  from  a 
secret  departure  from  the  published  freight  rates. 

The  difference  between  the  published  and  the  secret  rate  combina- 
tions from  Whiting  may  be  more  specifically  illustrated  by  compari- 
sons for  a  number  of  the  leading  towns  in  the  Southern  States.  Such 
a  comparison  is  presented  in  the  following  table: 

COMPARISON  OF  PrBLISHED  RATE  COMBINATION  ON  OIL  FROM  WHITING,  VIA  EVAN8- 
VILLE.  WITH  SECRET  RATE  COMBINATION.  VIA  GRAND  JUNCTION,  TO  POINTS  IN 
SOUTHERN  STATES,  1904. 

[Rates  in  centsi  per  hundred  pounds.] 


Destination. 


Birmingham.  Bensemer,  and  Pratt  City,  Ala 

Selma.  Ala 

Spartanburg,  S.  C 

Atlanta,  Ga 

Florence.  Decatur,  and  Huntsville,  Ala 

Maeon.  Ga 

Augusta.  Ga 

Chattanooga.  Tenn 

Knoxville,  Tenn 

Harrlman,  Tenn 


Published  Grand 

EvanHvillei  Junction 

combina-  combina- 
tion, tion. 


Under- 
charge. 


14.5 

7 

8.4 
10.8 
14.4 

8.8 

7.5 
13.6 

8.7 
13.7 


This  table  shows  that  the  Grand  Junction  combination  to  Florence 
and  Huntsville,  Ala.,  was  more  than  one-third  below  the  published 
rat«.  The  farther  east  the  shipments  went  and  the  longer  the  haul  of 
the  Southern  Railway,  the  less  was  the  difference  between  the  published 
and  the  secret  rates.  Thus,  to  Augusta,  (ja.,  the  published  rate  was 
44  cents  and  the  secret  rate  8(5^  cents. 
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The  Standard  Oil  Company  has  had  the  advantage  of  this  secret- rate 
combination  through  Grand  Junction  since  1896.  The  diflferenee 
between  what  it  has  paid  during  this  period  and  the  charges  due  under 
the  published  tariffs  must  have  aggregated  over  half  a  million  dollars. 
Moreover,  the  incomplete  records  of  the  Illinois  Central  available 
before  the  13-cent  rate  was  established  indicate  the  probability  that  a 
similar  device  was  used  even  earlier,  though  the  precise  rates  charged 
are  not  known. 

Section  5.  Comparison  of  rates  from  Whiting  and  from  competing  points. 

The  difference  between  the  published  rates  and  the  secret  rates 
already  set  forth  does  not  by  any  means  measure  the  advantage 
which  the  Standard  Oil  Company  has  had  over  its  competitors  in  ship- 
ping to  points  reached  by  way  of  Grand  Junction.  Even  the  pub- 
lished rates  from  Whiting  to  these  points  are  lower  than  the  rates  from 
Toledo,  Cleveland,  and  Pittsburg. 

This  statement  holds  true  of  practically  the  whole  South,  excepts 
few  points  near  the  Atlantic  seaboard  and  a  few  points  in  Kentucky 
which  are  decidedly  nearer  to  the  independent  refining  points  than  to 
Whiting.  The  nature  and  extent  of  these  differences  in  published 
rates  are  more  fully  described  in  sections  20  and  21  below.  In  gen- 
eml,  the  published  rates  from  Whiting  are  8^  cents  below  the  rates 
from  Toledo,  4  cents  below  the  rates  from  Cleveland,  and  7i  cents 
below  the  rates  from  Pitts})urg.  If  these  differences  be  added  to  the 
11.1  cents  which  represents  the  average  deduction  from  the  published 
Evansville  combination,  there  has  been,  broadly  speaking,  a  differen- 
tial in  favor  of  Whiting  of  14^  cents  against  Toledo,  15  cents  against 
Cleveland,  and  ISA  cents  against  Pittsburg.  Since  it  takes  ICvSs  than 
ir>  gallons  of  oil  to  make  a  hundred  pounds,  it  will  be  seen  that  in 
shipments  to  i)oints  reached  by  the  (irand  Junction  combination 
Whiting  lias  had  an  advantage  of  nearly  1  cent  per  gallon  over  Toledo 
and  Cleveland  and  of  more  than  1  (*ent  per  gallon  over  Pittsburg — a 
prohibitive  discrimination. 

CoMPAKisoN  OF  KATES  AM)  DTSTANCKs. — Thcsc  differences  in  rates 
may  be  illustrated  by  typical  points.  For  the  sake  of  lirevity  only 
the  rates  from  Toledo  are  compared  with  those  from  Whiting  in  the 
present  section  and  only  a  few  destinations  are  shown.  In  section  IS 
will  be  found  further  comi)arisons  of  rates  from  Cleveland  and  Pitts- 
burg, as  well  as  Toledo,  to  a  large  number  of  jxnnts  in  the  South,  and 
in  this  larger  table  the  points  which  take  the  (irand  Junction  rate  com- 
})inati()n  are  distinguished  from  the  others. 
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COMPARISON    OF  RATES  OX   OIL  FROM    WHITING    VIA   GRAND  JUNCTION   AND    FROM 
TOLEDO  VIA  CINCINNATI  TO  LEADING  POINTS  IN  SOUTHERN  STATES.  1904. 

[Rates  in  cents  per  hundred  pounds.] 


Destination. 


Birmingham,  Ala... 

Florence,  Ala 

Selma,  Ala 

Spartanburg,  S.  C... 

Atlanta,  Ga 

Macon.  Ga 

Augusta,  Ga 

Chattanooga.  Tcnn . 

Knoxville,  Tenn 

Harrinian,  Tcnn 


Rate. 

Distance. 

From 
Whiting. 

From 
Toledo. 

Differ- 
ence in 
favor  of 
Whiting. 

From  Whiting. 

Short    1    Actual 
line.     1    route. 

From 
Toledo. 

Milas. 

Miles. 

Milrg. 

29.5 

47. 5 

li< 

651 

820 

692 

26.6 

44.5 

17.9 

570 

692 

638 

37 

47.5 

10.5 

754 

923 

795 

52. 1 

60 

7.9 

771 

1,195 

701 

33.2 

47.5 

14.3 

733 

1,003 

687 

35.2 

47.5 

12. 3 

821 

1,091 

775 

36.5 

47.5 

11 

904 

1.391 

835 

25.9 

43 

17.1 

595 

849 

549 

*l.x 

43 

H.2 

572 

960 

502 

31.3 

42 

10.7 

529 

1,011 

470 

The  slightest  examination  of  this  table  will  sho>v  that  the  wide  dif- 
ferences in  rates  between  Whiting  and  Toledo  have  no  justification 
whatever  upon  the  ground  of  distance.  The  table  shows  both  the  dis- 
tance from  Whiting,  by  the  shortest  route,  and  the  distance  actually 
covered  by  the  oil  in  its  movement  through  Grand  Junction,  which  is 
in  each  case  greater.  On  tlie  basis  of  the  short  line,  points  in  Ala- 
bama and  western  Tennessee  are  usually  nearer  to  Whiting  than  to 
Toledo;  but  the  actual  distance  from  Whiting  by  way  of  Grand  Junc- 
tion, in  every  case  shown  in  this  table,  is  decidedly  greater  than  the 
distance  from  Toledo.  It  is  true  that  in  determining  the  basis  of  rela- 
tive rates,  the  ordinary  practice  of  railroads  is  to  take  account  only  of 
the  short-line  distance,  on  the  ground  that  longer  lines  must  meet  the 
rates  named  by  the  shorter  lines.  In  this  particular  case,  however, 
the  longer  road,  by  way  of  Grand  Junction,  does  not  make  rates 
merely  to  meet  the  short-line  rates,  but  cuts  far  under  them;  more- 
over, the  route  was  made  unnecessarily  long  for  the  purpose  of  con- 
cealment. Points  in  eastern  Tennessee,  Georgia,  and  fartiier  east  are 
nearer  to  Toledo  than  to  Whiting  b}"  the  shortest  lines;  yet  to  these 
more  easterly  points,  quite  as  much  as  to  the  more  westerly,  the  rates 
from  Whiting  are  very  much  lower  than  the  rates  from  Toledo. 

The  greatest  difference  between  Whiting  and  Toledo  rates  appears 
in  shipments  into  northern  Alai)ama.  Thus  the  rate  from  Whiting 
to  Birmingham  and  adjacent  points  is  only  29^  cents,  against  47i^ 
centw  from  Toledo,  a  difference  of  18  cents.  The  Toledo  rate  is  61 
per  cent  above  the  Whiting  rate.  On  the  short-line  distance  Toledo 
is  about  6  per  cent  farther  from  Birmingham  than  Whiting  is,  but  ])y 
the  actual  route  traveled  Whiting  is  more  than  18  \)qv  cent  farther 
than  Toledo. 
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In  the  case  of  shipments  to  Atlanta  the  rate  from  Whiting  is  33.2 
cents  and  from  Toledo  47.5  cents,  an  excess  of  14.3  cents,  or  43  per 
cent.  Even  b}^  the  short  line  Whiting  is  somewhat  farther  from 
Atlanta  than  Toledo  is,  and  by  the  actual  route  tmveled  Whiting  is 
more  than  300  miles  farther  away  than  Toledo. 

The  great  disparities  between  the  rates  and  the  distances  to  Bir- 
tfiingham  and  Atlanta  may  be  better  appreciated  by  referring  to  the 
accompanying  map,  which  shows  also  Chattanooga,  Tenn.,  and  Green- 
ville, S.  C.  The  map  shows  the  actual  distances  from  Whiting  via 
Grand  Junction  in  parentheses. 

The  most  remarkable  example  of  the  roundabout  manner  in  which 
oil  has  moved  in  order  to  take  advantage  of  the  Grand  Junction  com- 
bination of  rates  is  in  shipments  to  Knoxville  and  Harriman,  Tenn. 
The  direction  of  the  movement  is  shown  in  the  map  facing  page  248.  The 
short-line  distance  from  Whiting  to  Harriman,  by  way  of  Louisville, 
is  529  miles.  Instead  of  following  this  natural  route,  the  oil  went 
nearly  down  to  the  southwestern  corner  of  Tennessee,  then  along  the 
northern  edge  of  Alabama  to  Chattanooga,  thence  north  to  Knoxville 
and  back  west  to  Harriman,  making  a  total  distance  of  1,011  miles. 
For  this  haul  the  railroad  charge  from  Whiting  was  31.3  cents,  while  it 
was  42  cents  for  the  470  miles  from  Toledo;  that  is,  for  more  than 
twice  the  haul  the  charge  was  one-fourth  less. 

Comparison  of  rates  per  ton  per  mile. — The  relation  between  the 
rates  and  the  distances  to  the  points  covered  by  this  tiible  may  be 
more  readil}-  appreciated  by  comparing  the  rates  per  ton  per  mile,  as 
follows: 

COMPARISON  OF  KATES  ON  OIL  PKR  TC>N  I'EK  MILK    FHOM  WHITING  VIA  GRAND  Jl'NC- 
TION  AND  FROM  TOLKDO  VIA  CINCINNATI  TO  POINTS  IN  SOI'THFRN  STATES.  19W. 


Fmm  Whiting.        1      ^ 

From 
Toledo,  on 
On  actual     short-line 
distance.      diMance. 


On  short 
line  dis- 
tan«'e. 


Cnitg. 

Birmingham,  Ala 0. 91 

Florence,  Ala .  y;i 

Selma.  Ala .  9^ 

Spartanburg.  S.  C 1 .  :>'^ 

Atlanta,  (ia .  *.♦! 

Macon,  (ia .  >^i 

Augusta,  Ga .  *^1 

Chattanooga.  Tenn .^7 

Knox vil le.  Tenn 1 .  2i* 

Harriman,  Tenn 1 .  1^ 


Ct  nt. 
0.?-> 

.tv> 
.  -VJ 
AM 
.T^ 
.^2 


Cents. 
1.87 
1.39 
1.19 
1.71 
1.38 
1.23 
l.U 
1.57 

i.n 

1.79 


This  table  shows  that  the  rate  per  ton  per  mile  on  oil  moving  from 
Toledo  to  the  leading  points  of  the  South  wa.s  from  20  per  cent  to  80 
pel-  cent  higher  than   the  rate  per  ton  per  mile  from  Whiting,  even 


MAP  COMPARINQ  OIL  RATES  FROM  WHITINQ,  VIA  GRAND  JUNCTION,  AND  FROM 
TOLEDO.  TO  BIRMINGHAM,  ALA..  ATLANTA.  GA..  AND  GREENVILLE.  8.  C.  (SHORT 
LINE  DISTANCES  SHOWN;  ALSO  ACTUAL  DISTANCE  FROM  WHITING  VIA  GRAND 
JUNCTION.) 
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when  the  short-line  mileage  from  Whiting  is  taken  as  the  basis. 
When  the  mileage  by  the  route  actually  followed  from  W^hiting  is 
taken  as  the  basis,  the  rate  per  ton  per  mile  ranges  from  49  per  cent 
to  ISS  per  cent  higher  for  Toledo  than  for  Whiting;  that  is,  in  the 
extreme  case  the  Toledo  rate  is  relatively  nearly  three  times  as  high  as 
the  Whiting  rate. 

While  for  convenience  only  Toledo  rates  have  been  compared  with 
Whiting  in  the  above  tables,  these  rates  may  be  used  as  a  basis  for 
similar  comparisons  as  to  other  competing  points.  The  rates  from 
Findlay,  Ohio,  are  in  all  cases  the  same  as  from  Toledo;  the  rates  from 
Marietta,  Ohio,  are  in  all  cases  1  cent  below  those  from  Toledo;  the 
nites  from  Cleveland  are  one-half  cent  higher  than  the  rates  from 
Toledo,  and  the  rates  from  Pittsburg  and  other  western  Pennsylvania 
refining  points  4  cents  higher  than  the  rates  from  Toledo.  Toledo  is, 
therefore,  allowed  a  very  little  advantage  over  CMevelaml  on  account 
of  its  being  somewhat  nearer  to  the  Ohio  River  gateways,  while 
Pittsl)urg,  which  is  but  little  farther  from  Cincinnati  than  Cleveland 
is,  has  to  pay  decidedly  higher  rates  on  oil,  and  is  thus  put  at  a  still 
greater  disadvantage  in  comparison  with  Whiting. 

Comparison  of  oil  rates  and  class  rates.  Not  only  do  differ- 
ences of  distance  in  no  way  justify  the  e)(treme  differences  in  rates  on 
oil  as  between  Whiting  and  independent  refining  points  on  shipments 
to  the  South,  but  the  arrangement  of  oil  rates  is  wholly  different  from 
that  of  rates  on  other  goods.  On  classified  articles  the  rates  to  the 
territory  now  under  consideration  are,  broadly  speaking,  about  the 
same  from  Whiting  as  from  Cleveland,  Toledo,  and  Pittsburg. 

Oil  mtes  in  the  South  are  nearest  to  sixth-class  rates  of  the  South- 
ern Classification;  in  t\w  North  to  fifth  class  rates  of  the  Official 
Classification.  From  Pittsburg,  and  in  some  cases  frou)  Whiting  and 
Ohio  points,  through  rates  are  made  into  the  South  on  sixth-class 
goods  of  the  Southern  Classification.  When  there  are  no  through 
rates  on  sixth-class  (Southern),  oil  rates  may  be  compared  with  the 
sum  of  the  local  fifth-class  (Otficial)  rates  north  of  the  Ohio  River  and 
the  local  sixth-class  (Southc^rn)  raU»s  south  of  the  river.  For  con- 
venience* thes(»  comfjined  fifth  and  sixth  class  rates  are  hereafter 
referred  to  as  fifth-sixth  class  rates,  or  simply  as  class  rates. 

The  class  rates  from  Whiting  are  the  same  or  nearly  the  same  as  the 
rates  from  Toledo  to  points  in  Alabama,  and  slightly  higher  than  the 
rates  from  Toledo  to  southern  points  farther  to  the  east.  The  rates 
from  Cleveland  on  classified  articles  an*  almost  precisely  the  same  as 
from  Toledo,  being  usually  one-half  cent  either  above*  or  [>elow.  The 
rates  from  Pittsburg  on  class  articles  an*,  generally  speaking,  even 
lower  than  those  from  Clev(*hind,  [)articularly  to  the  more  eastern  part 
of  the  t(*rritory  now  under  consideration. 

•JS4S9— 0») 17 
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These  statements  may  l)e  illustrated  by  the  following  table,  which 
compares  the  oil  rates  and  the  class  rates  from  Whiting  and  from 
Toledo,  respectively,  to  the  leading  points  under  discussion.  The  last 
column  in  this  table,  as  in  other  tables  of  the  same  character  pre- 
sented elsewhere,  shows  the  advantage  given  to  Whiting  in  oil  trans- 
portation as  judged  on  the  basis  of  class  rates.  The  con.sti*uction 
of  this  colunm  may  be  illustrated  by  a  typical  example.  On  ship- 
ments to  Atlanta  the  class  rate  from  Whiting  is  61  cents,  as  com- 
pared with  6Sk  cents  from  Toledo,  a  difference  of  2^  cents  against 
Whiting.  The  oil  rate  from  Whiting  is  33.2  cents,  as  compared  with 
47.5  cents  from  Toledo,  a  difference  in  favor  of  Whiting  of  14.3  cents. 
Adding  these  two  differentials  gives  a  total  differential  of  16.8  cents 
in  favor  of  Whiting  as  against  Toledo  on  the  basis  of  comparison  of 
oil  rates  with  chuss  rates.  If  it  were  assumed  that  oil  rates  should 
bear  the  same  relation  to  one  another  as  class  rates,  then  it  would  be 
proper  to  say  that  the  Whiting  rate  on  oil  is  16.8  cents  lower  than  it 
should  be  in  comparison  with  Toledo. 

COMPARISON  OF  OIL  KATES  [OIL  RATES  FROM  WHITING  BASED  ON  GRAND  JUNCTION 
COMBINATION')  WITH  RATES  ON  FIFFH-SIXTH  CLASS.  FROM  WHITING  AND  FROX 
TOLEDO  TO  SELECTED  POINTS  IN  SOUTHERN  STATES.  1904. 

[Rates  in  vautti  per  huiulrtKl  ^K>und^.] 


To- 


Birmiiighum.  Ala  ., 

Florence.  Ala 

Seliiiji.  Ala 

Spartanburg,  S.  ('  . 

Atlanta.  <ia 

Maron.  Ga 

Augusta.  Ga 

Chattanooga,  Tt-nn 
Knoxvilh'.  Tenn  . . 
Harrinian.  Tcnn. . . 


Fifth-six 
niti 

From 
Whiting. 

th< 

F 

To 

Mass 

roni 
h'do. 

Oil  rate**. 

From         From 
Whiting,  i  Toledo. 

1 

Advnntaire 
ofWhiiinir 
on  A  com- 
parison 
with  claw 
rates. 

4») 

4fi 

29.5 

47.5 

18 

k; 

4«i 

l!r..ti  1 

44.5 

17.9 

.'■>«') 

.'>7 

37 

47. 5 

9.5 

«■>.') 

rj).  .■» 

.V2.1 

00 

12.4 

(ii 

'yS.  .'> 

;w.2  i 

47. 5 

16.  H 

t->i 

;\s.  .-> 

35. 2 

47. 5 

14.  s 

:*i 

17.  '> 

:Ui.5  1 

47.5 

17.5 

!."> 

42.  :> 

•2.').  9 

43 

19.  rt 

J') 

J  J.  :> 

•M.f< 

43 

10.  T 

4.1 

4J.  ."> 

31.3 

42 

13.2 

It  will  be  s(M»n  that  the  cIji.ns  rates  from  Toledo  are  in  every  case  but 
one  the  same  as  or  lower  than  the  clas.s  rates  from  Whiting.  The 
advaiitat^e  of  Wliitintif  in  oil  rates  as  measured  l)v  class  rates  rano['es 
from  \Ki}  cents  on  shipments  to  Sclma  up  to  lt>.(>  cents  on  shipment.s  to 
Chattanooo;a. 

In  the  more  detailed  tal)les  in  section  is.  tlu»  class  rates  from 
Whitintr.  Toledo,  Cleveland,  Pittshuiir,  and  Marietta  to  all  the  leud- 
intr  points  in  the  South  are  compared  with  the  oil  rates,  ]K)ints  reaehed 
from  Whitintr  hy  the  (irand  Junction  coml'iniition  lieinti;  designated. 

As  stated  in  Chapter  I  of  this  report,  thert^  are,  in  many  cases. 
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sufficient  reasons  why  the  freight  rates  on  particular  commodities 
should  not  be  adjusted  as  between  different  shipping  points  on  the 
same  general  ))asis  as  class  rates.  In  the  case  of  oil  shipments,  how- 
ever, no  good  reason  whatever  can  be  assigned  for  giving  Whiting 
special  commoditv  rates  more  favorable  than  those  from  the  compet- 
ing refining  points  farther  east.  The  ordinary  principle  of  com- 
modity rate  making,  that  of  equalizing  competition,  would  demand 
that  the  rates  to  practically  all  points  in  the  South  should  be  precisely 
the  same  from  each  of  these  five  important  refining  points,  which 
are,  broadly  speaking,  at  approximately  equal  distances. 

Virtually  the  same  result  of  putting  the  refineries  on  an  equality 
would  be  secured  by  following  closely  the  class  rates.  The  extra- 
ordinary difference  in  favor  of  Whiting  is  distinctly  a  discrimina- 
tion in  behalf  of  the  Standard  Oil  Company  at  the  expense  of  its 
competitors. 

If  the  Standard  Oil  Company  had  been  compelled  to  pay,  to  the 
points  which  it  has  for  3  ears  reached  by  the  way  of  Grand  Junction, 
rates  on  the  same  basis  as  those  charged  to  its  competitors  at  Cleve- 
land. Toledo,  and  Pittsburg,  its  freight  charges  would  have  been  at 
least  $100,000  per  year  greater  than  they  actually  have  been. 

Section  6.  Shipments  on  other  rates  to  points  covered  by  Grand  Junction 
combination. 

The  traffic  manager  of  the  Standard  Oil  Company,  seeking  to 
minimize  the  importance  of  the  Grand  Junction  rat^,  said  that, 
notwithstanding  the  very  low  combination  by  way  of  Grand  Junc- 
tion, that  company  shipped  large  quantities  of  oil  fiom  Whiting  to 
the  same  destinations  on  combinations  of  rates  based  on  Evansville 
and  Louisville,  paying  the  higher  rates  by  way  of  those  gateways. 
He  said  that  the  Standard  aimed  to  give  each  railroad  company  a 
share  of  the  traffic  even  though  it  might  be  necessary  to  pay  higher 
rates. 

An  examination  of  the  records  of  shipments,  however,  shows  that  to 
ix>ints  which  could  be  reached  by  the  (irand  Junction  combination  the 
Standard  Oil  Company  shipped  comparatively  few  cars  from  Whiting 
on  which  it  paid  higher  rates  by  way  of  other  gateways.  In  most  of 
these  cases,  moreover,  there  was  not  much  difference  between  the 
Grand  Junction  rate  and  the  other. 

As  explained  more  fully  in  section  II  of  this  chapt^^r,  the  Chicago 
and  East<?rn  Illinois  made  a  secret  rate  from  Whiting  to  Evansville  of 
8i  cents  per  hundred  pounds,  and  on  shipments  destined  to  certain 
points  in  the  South  cut  this  rate  still  further  to  G  cents.  An  examina- 
tion of  the  cases  in  which  this  G-cent  rate  was  applied  to  Evansville 
shows  that  in  general  it  was  applied  on  oil  destined  to  jwints  which 
could  be  rcaclunl  by  way  of  the  Grand  Junction  rate  combination^  tW 
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obvious  purpose  being  to  reduce  the  difference  between  the  cost  of 
shipment  by  way  of  Evansville  and  that  by  waj'  of  Grand  Junction. 

The  following  table  compares  for  December,  1904,  shipments  on 
which  the  Evansville  rate  combination  was  used  to  points  which 
might  be  reached  by  the  Grand  Junction  rate  combination  with  ship- 
ments by  way  of  (i rand  Junction.  It  is  based  upon  the  actual  records 
of  shipments  of  the  Southern  Railway  from  (jrand  Junction  and  the 
records  of  the  Louisville  and  Nashville  Railroad  from  Evansville. 
The  Louisville  and  Nashville  is  the  only  railroad  except  the  Southern 
itself  which  could  deliver  oil  to  these  destinations  directly  from 
Evansville.  The  table  also  compares  the  rates  under  the  two  combi- 
nations. 

MOVEMENT  OF  PETROLEUM  AND  ITS  I»RODr(TS.  IN  CARLOADS.  VIA  EVANSVILLE  AND 
THE  LOriSVILLE  AND  NASHVILLE  RAILROAD.  AS  COMPARED  WITH  THE  MOVEMENT 
FROM  WHITING.  IND..  VIA  EVANSVILLE  AND  GRAND  JUNCTION.  DECEMBER.  19Q1. 

[Rates  in  effect  Deeember  15.  1901,  in  cents  per  hundred  pounds.] 


To- 


Via    Evansville    and  I 
I^iuisvllleand  Nash- 
ville R.  R.  I 

Number      Rate  from  i 
of  cars.       WhitiUK. 


From  WhitinK  via 
Grand  Junction. 


Number 
of  cars. 


Rate  from 
Whiting. 


Anniston.  Ala. 

Athens,  Ga 

Augusta,  (f a... 


BirniinKhain.  Ala. 

Columbia. "S.  (' 

Eufnula.  Ala 


39 

39 

39 

I 
39        I 

47. 25 

39 


•J 

IS 


83.3 
36.5 
36.  .S 
29.5 
42.2 

:n.3 


Total  to  points  nanu'd 

Total  t(>  all  points  rra<-he(l  via  (inmrl  .lunction. 


II 
11 


•24 
b.9 


ShipnuMits,  ao-^^rr^atiiiji'  145  carloads,  ^^('n'  made  from  Whiting  via 
(irand  »J unction  durino-  DcccmuIkt,  11M)4.  to  points  to  which  no  ship- 
ments wore  made  via  Kvansvillc  and  tht^  Louisville  and  Nashville  Rail- 
road. althou*^li  many  of  them  mit»lit  have  Ih'cmi  reached  hv  the  Louisville 
and  Nashvilh*  and  its  connections. '^ 

The  total  mimher  of  cars  shipped  throu^i'li  (Jrand  Junction  during 
Hecemher,  ll»n4.  was  Hii*.  while  only  14  cars  were  ship])ed  by  way  of 

"Tlu'(>tlu*r  points  tn  wlni-h  shii)ineiUs  wcro  iiukU*  ))y  way  of  (iran<l  J  miction  in 
Dt'ccinlMT,  UM)4,  wt'i-t'  'As  follows:  Trmii'ssiM'  -Cluittanooirn,  (Icvclan*!,  Coal  CYei»k, 
Ilarriinati,  Kii<>x villi',  and  IVtros.  S<.iith  Carolina— Aikfii,  An(ii*rson,  Ciriviiville, 
(irtHMiwood,  I.anrrns,  I'clzcr,  Si'iu'<"a,  SpartanlmiL'.  and  I'nion.  Mi.ssissipj)i — Cor- 
inth, Inka,  an<l  .Meridian.  .\la)>ania  —  rn'sstMner,  lUocton,  lilosshnr^,  Collin.*4villi\ 
Oocatnr,  Knslcy,  Kutaw,  Flon^ncc,  (iadnlfn,  ( inrnsboro,  Hnntsvillc,  Jasper,  Livin^- 
t<Mi.  Marion.  Opelika.  Pratt  City.  Sclnia.  Talladega,  Thonui'^.  Troy,  Tuscaloa«a,  Cnion- 
town.  an«l  I'nion  Sjirin^>.  ( ieori:ia--.\nierirtis,  Atlanta,  lUirnesville,  Hri'inen,  Car- 
rollton,  Cartersville,  Cedartown.  Colnnihns,  halton.  I)aw>on.  Unhlin,  I^iirliani,  Ka*»t- 
nian.  Kll)ert()n,  ( iainesvilK*.  Ilawkinsville,  .laekson.  I.aL'ranL'«',  Ma«'on,  Ma<lison.  Home. 
Social  Cin'U\  Washington,  Waverly  Hall,  and  \Vaynesl»«>ro. 
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the  Louisville  and  Nashville  to  pointn  which  might  have  been  reached 
bv  the  Grand  Junction  rate  combination.  On  these  few  cars,  with 
the  exception  of  those  to  Birmingham,  the  difference  of  rate  was  not 
very  great;  and  the  shipments  to  Birmingham  bv  way  of  Grand  Junc- 
tion were  very  much  more  numerous  than  those  by  way  of  Evansville. 
It  is  impracticable  to  compare  the  shipments  from  Whiting  by 
Louisville  and  those  by  Grand  Junction  to  points  which  might  be 
reached  by  either  route,  because  the  Louisville  and  Nashville  Railroad 
receives  at  Louisville  cars  not  merely  from  Whiting,  but  also  from 
other  refining  points  of  the  Standard  Oil  Company,  like  Cleveland, 
Fmnklin,  and  Rochester,  which  could  not  be  shipped  b}'  way  of  Grand 
Junction  at  the  low  rates.  As  a  matter  of  fact,  it  is  known  that 
some  shipments  of  lubricating  oil  are  made,  particularly  from  Frank- 
lin and  Rochester,  to  points  in  the  South  by  way  of  Louisville.  The 
total  number  of  cars  shipped  over  the  Louisville  and  Nashville  from 
Louisville  during  December,  UM)4,  to  ix)ints  which  might  have  been 
reached  from  Whiting  by  way  of  Grand  Junction,  was  only  12,  and 
it  is  highly  probable  that  most  ^f  these  cars  did  not  come  from  Whit- 
ing at  all. 

Section  7.  Methods  of  billing  and  accounting  on  shipments  via  Grand 
Junction. 

BLiND-mLLiNG.— For  the  evident  purpose  of  concealing  the  existence 
of  the  low  com])ination  of  rates  by  way  of  Grand  Junction,  the  railroad 
companies  made  use  of  the  device  known  as  blind-l>illing,  and  of 
other  peculiar  methods  in  connection  with  the  handling  of  the  oil. 
Further  evidence  as  to  the  collusion  of  the  railroads  and  the  Standard 
Oil  Company  in  adopting  these  devices  is  presented  in  section  9,  below. 
The  purpose  of  the  present  section  is  merely  to  describe  the  methods 
used. 

At  least  as  far  back  as  October,  189(),  the  Illinois  Central,  which 
then  handled  the  Grand  J  miction  Imsiness  wholly  over  its  own  tracks, 
was  using  the*  device  of  blind-billing— that  is,  making  out  waybills 
covering  the  shipments  of  oil  from  Whiting  to  Grand  Junction  with- 
out showing  the  rate  or  the  amount  of  freight  due,  as  is  ordinarilv 
done  in  waybills.  For  a  few  months  after  the  oil  commenced  to  move 
by  way  of  Kvansville  there  were  no  arrangements  for  through  billing; 
that  is  to  say.  the  Chicago  and  Eastern  Illinois  made  a  waybill  cover- 
ing the  shipment  from  Dolton  to  Evansville,  and  the  Illinois  Central 
another  waybill  from  Evansville  to  (irand  Junction.  The  Illinois 
Central,  at  any  rate,  showed  no  rates  oy  its  waybills  from  Evansville 
to  Grand  Junction,  but  used  blind-bills. 

Beginning  March  1,  1SJ»S.  arrangements  were  made  for  through 
billing,  by  which  the  oil  could  be  carried  over  the  three  distinct  lines 
from  Whiting  to  Grand  Junction  on  one  way)>ill.     It  was  also  avvvvw^s^vk 
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that  such  waybills  should  not  show  the  rate  of  freight  or  the  amount 
of  freight  due.     This  pnictice  was  (X)ntinued  down  to  the  time  wbeD 

the  (irand  Junction  rate  was  abolished. 

The  original  waybills  made  out  by  the  C-hicago  and  Eastern  Illinois 
Railroad  at  Dolton  were  deli\ered  witii  the  cars  to  the  Illinois  Cen- 
tral agent  at  (inmd  •Junction,  and  i>y  him  returned  to  the  freight 
auditor  of  the  Illinois  CiMitnd  at  the  general  office  at  Chicago.  Not 
luitil  the  waybills  reached  tht^  freight  auditor's  office  and  it  be/^ame 
linally  necessary  to  compute  the  earnings  was  the  rate  of  13  cents  per 
hun(ln»d  pounds  entered  on  th«»  waybills  and  the  charges  coiiiputed- 
The  freight-forwarded  ai)stract  of  the  agent  of  the  C.-hicago  and 
Eastern  Illinois  at  Dolton  showed  only  the  weight  of  the  oil  without 
the  rat«^  or  charges,  and  the  same  \ias  true  of  t\w  freight- received 
al)stract  of  the  Illinois  Central  ag(Mit  at  (irand  Junction;  but  on  this 
latter  abstract  the  rate  of  fnMght  and  tli(»  (extension  of  charges  were 
sul)se(iuently  entt^vd  in  the  office  of  the  freight  auditor. 

Cnlikt*  the  usual  practice  when  a  product  is  billed  to  one  st^ition 
but  is  destined  ultimately  to  a  point  b(»yond,  the  waybills  on  oil  ship|M?d 
from  Whiting  to  Grand  Junction  did  not  show  on  th<Mr  face  the  final 
destination.  They  were  ahnost  invariai)ly  marked  simply  '"StatMlard 
Oil  Company  for  beyond." 

Opposite  this  ])age  is  a  photographic  reproduction  of  a  copy  of  a 
sam[)le  waybill  for  a  shipment  of  oil  from  Whiting  to  Crand  Junction 
on  l)(Temi)er  1,  11*04.  The  rate  and  extension  printed  in  red  wore 
entered  on  the  original  in  a  different  ink  and  handwriting  from  the 
remainder  of  tln^  waybill,  tlicM*  (Mitries.  a>  has  already  l)e(»ii  stated. 
having  been  made  in  tlu*  ofiice  of  the  freight  auditor  of  the  Illinois 
Central. 

Tile  stamps  appearing  on  this  wayl)ill  were  copied  in  ink  by  the 
agents  of  the  Hureau.  They  simply  show  the  record  of  th<'  receipt  of 
tln^  oil  by  the  Evaiisville  agent  of  the  KvansN  ille  and  Terre  Haute 
Railroad  and  its  vuhstMjuiMit  reetMpt  by  th(*  Evansville  agent  of  the 
Illinois  Central  Railroad. 

Mktiiod  of  i;khilmn<;  on,  at  (iuam)  Ji  nction.  The  Illinois  CVn- 
tral  Railway  and  the  Soutln»rn  Railway  have  a  joint  agent  at  (irand 
Junction.  Tenn.  Ordinarily  wheti  a  ear  which  i>  not  billed  thn)ughon 
a  single  waybill  is  turned  over  by  one  I'ailroad  to  another  at  a  junction 
l)oint,  whether  each  iailr<»a'l  has  u  st^pai-ale  agent  or  wln^ther  they 
have  a  joint  agent,  the  tirst  railroad  deliver.^  to  the  second  a  pai)er 
known  as  a  transfn*.  This  shows  tin*  origin  of  the  shipment.  In  case 
thi'  >hipme!it  is  being  earrie*l  on  a  through  rati',  it  usually  shows 
what  that  through  I'ate  is  and  the  piop<»rtion-s  whieh  accrue  to  the 
paiticipating  roads.  It  aUo  allows  the  linal  destination  and  the  con- 
signee. Ordinarily,  wherr  tin*  product  is  handled  on  a  through  rato, 
if  sl}j/)ju^()  pj'epaid.  the  local  agent  of  the  first  railroad  at  the  point  of 
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origin  collects  the  entire  amount  of  freight,  and  the  waybill  is  the 
authority  to  the  agent  at  the  junction  to  pay  the  agent  of  the  connect- 
ing line  its  proportion  of  the  charges. 

To  preserve  the  integrity  of  established  through  rates,  the  several 
participating  roads  are  bound  to  know  that  the  whole  rate  in  each  case 
is  charged.  No  road  is  justified  in  assessing  its  agreed  proportion 
without  evidence  that  the  others  have  assessed  their  agreed  propor- 
tions also.  In  other  words,  a  proportion  of  an  agreed  through  rate  is 
not  in  itself  a  rate,  and  unless  each  preceding  railroad  has  assessed  its 
correct  proportion,  connecting  or  succeeding  railroads  are  in  duty 
bound  to  charge  their  local  mtes  from  their  respective  junctions 
instead  of  proportions  of  the  through  rate. 

In  the  case  of  shipments  of  oil  by  way  of  Grand  Junction,  this  pro- 
cedure was  not  followed.  The  joint  agent  of  the  Illinois  Central  and 
the  Southern  Railway  did  away  altogether  with  the  form  of  the  trans- 
fer. He  received  his  instructions  as  to  the  point  of  iinal  destination 
and  the  consignee  not  from  the  original  waybill,  but  from  a  memo- 
randum, letter,  or  telegram  from  the  Standard  Oil  Company.  He 
did  not  know  that  the  Illinois  Central  Railroad  had  assessed  its  proper 
proportion  of  the  onlv  publislied  through  rate  from  Evansville,  and 
the  fact  that  the  oil  was  blind-billed  to  Grand  Junction  should  have 
warned  him  that  it  had  probably  not  done  so.  All  that  he  had  was 
the  waybill  reading  from  Whiting  to  Grand  Junction,  which  showed 
no  rate.  He  made  out  a  new  waybill  on  the  Southern  Railway  to  the 
destination  indicated,  and  inserted  as  the  freight  rate  the  proportion 
of  the  Evansville  rate  accruing  south  of  Grand  Junction.  This  way- 
bill showed  nothing  as  to  what  had  taken  place  north  of  Grand 
Junction  except  that  the  oil  had  come  from  Whiting. 

The  joint  agent  at  Grand  Junction,  of  course,  had  his  instructions 
for  handling  the  oil  in  this  way.  When  questioned  by  the  agent  of 
the  Bureau  he  stati^l  that  he  could  not  recall  when  he  first  received 
these  instructions.  For  at  least  several  years  back,  however,  the 
division  sheets  had  Upparently  given  him  authority  for  following  this 
procedure,  at  h^ast  in  ftlibstance.  The  traffic  department  of  the  South- 
ern Railway  sent  him  in  liM)3  an  amendment  to  its  divisiop  sheet  of 
April  8,  11)03,  reading  as  follows: 

On  oil  from  pointn  north  of  Evanr^ville  reaching  (Jrand  Junction  via  Kvansville 
agents  will  assess  the  proportion  shown  south  of  Grand  Junction — i.  e.,  the  propor- 
tions in  columns  headed,  "Southern  Railway,  Memphis  Division,"  and  "F^st  of 
Chattanooga." 

On  the  division  sheet  which  was  issued  in  1904,  in  connection  with 
the  latest  tariff  of  the  Southern  Railway  reading  from  Evansville^ 
substantially  this  same  note  appears,  printed  at  the  bottom  under  the 
heading  '"Important  note."  This  note  would  naturally  be  interpreted 
l)v  the  agent  as  an  instruction  to  him  to  assess  the  pvo\io\l\Q>w  ^vnw\!5^ vi\ 
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(Jraiid  Junction,  rei^ardless  of  the  rate  which  had  l>een  paid  to  Grand 
Junction,  and  notwithstanding  the  fact  that  the  oil  was  way  billed  to 
him  from  Whiting  and  not  from  Evansviile,  Jis  it  should  have  been 
because  the  tariff  to  which  the  divisions  applied  read  only  from  Evans- 
viile. The  Southern  Railway  officials,  however,  deny  that  this  was 
the  purpose  of  the  note.  The  inatter  is  further  discussed  in  section  8. 
Collection  vouchers. — The  freight  charges  on  oil  shipped  by 
way  of  Grand  Junction  have  been  collected  by  the  exceptional  method 
of  a  summar}'  bill  or  collection  voucher.  That  is  to  say,  instead  of 
payment  of  the  freight  to  the  local  agent  of  the  Chicago  and  Eastern 
Illinois  at  Dolton  Junction  at  the  time  of  shipment  or  from  week  to 
week,  the  collection  has  been  made  through  the  freight  auditor  of  the 
Chicago  and  Eastern  Illinois.  Similarly,  the  charges  of  the  Southern 
Railwav  beyond  (xrand  Junction  have  been  collected  through  the 
freight  auditor  of  that  company.  The  following  is  a  copy  of  one  of 
the  bills,  which  the  Chicago  and  Eastern  Illinois  Railroad  describes 
by  the  term  "Collection  voucher.""  In  the  original  certain  minor 
changes  had  been  made,  and  the  copy  shows  the  corrected  figures. 


Audit<ir'8  No.  '22422. 
Month  of  November,  1905. 
Standard  Oil  Company,  Chicago,  Ills. 

To  The  Chicago  &  Eastern  Illinois  Kailroad  Co.,  Dr. 

If  an  error  be  found  in  this  account  please  return  to  auditor  for  correction,  otherwise  remit 
check  to  onlcr  of  the  company,  quoting  Audit  No.  shown  above. 

Dept.  Xo 

190o. 
Dec  ().   For  freight  charges  on  nil  })iliiMl  prepaid  to  (irantl  Jnnetion, 
I  Tenn.,  from  November   Kith   lo  .'Wtli,  in<lusive,  hut  which 

have  not  })een  prepaid   an<l  are  <'«ilU'ctil)le  fmm  your  com- 
,  pany  as  per  ajrreiMnent — statement  attached. 

I  :),oS;5,7.'>7  pounds  (f»    l.Scpercwt , 4<>r)S.  8*> 

i  Kreiglit  earnings  otlier  THJ 

CornM't  liK) 

A<J.M  1LM)()."S 

Approved  HKCKIVKD     Forty  six  Innnhed  tifty-eight 

I  an<l  s<>  100 Dollars 

I  Audited  in  full  for  above  account 

I  .1.11) 

j  .\uditor  

I  >^4.  <)oS.  s«l 

Tlie  collection  of  cliaiiros  of  the  Southern  Kaihvay  through  the 
auditor's  ollicc   was   niado   in  ii  somewhat    simihir  nnmner,  the  only 

"The  words  ''as  per  agreement  "  in  this  <*ollectinii  vou<'lM'r  do  not  in  themselves 
indicate  that  thr  rate  was  a  special  se<Tet  rate  covere<l  by  aureemrnt  These  words 
might  be  used  merely  to  indicate  that  there  was  an  agriMMnent  that  freight  oharjjes 

Hhoiihl  hv  inarkvd  j»re])aid  and  coWecteA  \>y  vueaws  of  a  summary  bill  from  time  to 

time. 
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essential  difference  arising  from  the  fact  that  the  rat^s  from  Giand 
Junction  to  various  destinations  varied  so  that  an  extension  of  the  rate 
on  each  car  was  necessary. 

Section  8.  Evidence  of  secrecy  and  illegality. 

Although  the  statement  already  made  with  regard  to  the  method  of 
handling  oil  by  way  of  Grand  Junction  shows  clearly  that  this  rate 
combination  was  much  less  than  the  ordinary  recognized  combination 
by  way  of  Evansville,  and  although  the  general  description  already 
given  indicates  its  secrec}',  it  is  still  urged  hy  the  officers  of  the 
Standard  Oil  Company  that  the  i-ates  charged  the  Standard  were  tariff 
mtes,  and  that  the  armngement  was  legal.  A  brief  consideration  will 
show  the  fallac}*  of  this  contention. 

Use  of  the  puopoktions  south  of  Grand  Junction. — The  tmffic 
manager  of  the  Standard  Oil  Company,  when  asked  regarding  the 
Grand  Junction  combination  of  mtes,  asserted  that  there  was  nothing 
secret  alK)ut  it;  that  it  was  based  on  published  tariffs.  He  admitted 
that  the  rate  was  exceedingly  advantageous  to  the  Standard,  but  held 
that  the  company  was  justified  in  taking  advantage  of  any  legal  rates 
which  the  railroads  were  willing  to  give  it. 

He  asserted  that  the  Standard  Oil  Company  had  from  the  railroads 
the  documents  showing  the  authority  for  the  rates  actually  used, 
namely,  (1)  the  tariff  of  the  Chicago  and  Eastern  Illinois  bearing  on  it^ 
face  the  Interstate  Commerce  Commission  number  and  naming  the 
13-cent  rate  to  Grand  Junction,  and  (2)  the  issue  of  the  Southern  Rjiil- 
way;  that  is,  the  division  sheet  already  described,  naming  proportional 
rates  beyond  Grand  Junction  and  stating  that  these  proportions  v»cre 
to  be  applied  on  shipments  coming  from  north  of  Kvansville.  He 
referred  particularly  to  the  note  attached  to  the  division  sheet  of 
the  Southern  Railway,  already  quoted,  as  l>eing  proper  authority,  from 
the  standpoint  of  the  Standard  Oil  Company,  to  justify  that  comi)any 
in  considering  the  rates  open  and  legal. 

The  traffic  manager  asserted  further  that  so  far  as  he  knew  there 
was  no  collusion  between  the  Standard  Oil  Compan}^  and  the  railroads 
to  keep  the  knowledge  of  this  combination  of  rates  from  the  general 
public. 

The  present  traffic  manager  was  not  connected  with  the  Standard 
Oil  Company  when  the  (irand  Junction  rate  was  initiated,  and  might 
not  be  familiar  with  th(»  conditions  under  which  it  was  first  estab- 
lished; but  as  an  expert  traffic  man  he  could  not  have  failed  to 
know  that  the  combination  of  rates  from  Whiting  by  way  of  (irand 
Junction  to  final  destinations  in  the  South  was  not  a  legal  combination. 

As  shown  below,  the  tariff  naming  the  18-cent  rate,  although  filed 
with  the  Interstate  Commerce  Commission,  was  effectively  secret. 
But  if  it  had  been  conspicuously  open,  there  was  still  wo  ^wV\\v>\\Vs  \qx 
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carrying  oil  beyond  Grand  Junction  on  the  rates  actually  applied. 
There  was  no  oil  tariff  of  the  Southern  Railway  reading  from  Grand 
Junction.  The  division  sheet  of  the  Southern  Railway  to  which  the 
traffic  manager  of  the  Standard  referred  is  not  a  tariff,  was  not  filed 
witli  the  Commission,  and  was  not  accessible  to  the  public.  Thei^e  was 
no  way  by  which  the  Interstate  Commerce  Commission  or  any  shipper 
other  than  the  Standard  Oil  Company  could  learn  what  the  actual 
i-ate  was  from  Whiting  to  any  point  in  the  South  reached  via  Grand 
Junction. 

To  state  the  matter  in  another  way,  the  Southern  Railway  had  no 
authority  for  accepting  the  freight  charges  which  it  did  accept  from 
Grand  Junction  on,  unless  as  actual  proportions  of  published  rates 
actual!}^  charged.  If  it  knew  that  the  proportion  accruing  north  of 
Grand  Junction  had  not  actually  been  charged,  it  was  acting  in  collu- 
sion in  an  evasion  of  the  rates.  If,  on  the  other  hand,  the  Chicago 
and  Eastern  Illinois  and  Illinois  Central  railroads  were  effectively  con- 
cealing from  the  Southern  Railway  the  fact  that  they  were  not  col- 
lecting the  proper  proportion  north  of  Grand  Junction,  they  must  be 
held  mainly  responsible  for  the  evasion  of  the  published  rates.  Even 
though  they  tiled  a  tariff  naming  a  rate  to  Gmnd  Junction  louver  than 
the  proper  proportion,  yet,  if  the}^  failed  to  give  the  Southern  Railway 
notice  of  that  rate,  thus  enabling  it  to  publish  its  tariffs  in  such  a 
way  as  to  conform  to  the  adjustment  in  an  open  manner,  they  were 
conniving  to  violate  the  law  by  a  secret  device. 

The  officers  of  the  Soutliern  Railway  deny  their  complicit}'  in  the 
matter,  stating  that  they  did  not  know  of  the  13-cent  rate,  and  sup- 
posed the  oil  was  being  handhnl  from  Evansville  on  the  regular  pro- 
portions of  the  published  rates.  They  say  that,  had  they  known  that 
less  than  the  ])roper  proportions  were  collected  north  of  (irand  Junc- 
tion, they  would  have  charged,  and  were  bound  under  the  law  to 
charge,  either  full  local  rates  from  Grand  Junction  or  enough  more 
than  the  Southern  Railway's  proportion  to  make  up  the  total  of  the 
through  rates  as  puhlished.  They  do  not  hesitate  to  characterize  the 
practice*  actually  followed  as  secn^t.  and  they  state  in  substance  that  it 
was  illegal.  They  assert  that  the  note,  stating  that  the  proportions 
accruing  south  of  (irand  ^Function  would  ap])ly  on  oil  coming  from 
north  of  Kvansville.  was  not  intended  by  the  Southern  to  authorize, 
and  did  not,  as  claimed  by  the  Standard,  authorize  the  application  of 
those  propoi'tions,  unless  the  regular  ])roportions  of  the  published  nites 
from  Evansville.  accruing  north  of  (irand  Junction,  had  been  collected. 

Substantially,  the  statement  of  the  Southern  Railway  officials  comes 
to  this:  If  tluMr  ex])lanation  of  th(*  note  on  th(»  division  sheet  is  cor- 
rect, the  Standard's  statement  that  it  was  intended  to  authorize  the 
combination  of  rates  attuallv  us<»d  is  false.     If,  on  the  other  hamU  the 
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explanation  is  unti'ue,  juidtlie  Sonttjern  Railway  did  intend  its  division 
sheet  to  be  flo  interpretod,  then  also  there  was,  as  the*  Southern's 
officials  admit,  absolutely  no  legal  authority  for  the  rate  combination, 
the  only  difference  being  as  to  the  complicit}^  of  the  Southern. 

In  any  case  there  was  no  authority  for  the  Standard  Oil  Company 
to  use  the  combined  rates  as  it  did,  and  its  expert  traffic  officers  nmst 
have  known  that  it  was  a  secret  and  illegal  device. 

The  Southern  Railway's  officers  have  offered  two  possible  explana- 
tions of  the  presence  on  the  division  sheet  of  the  note  which  states 
that  '^On  oil  from  points  north  of  Evansville,  reaching  Grand  Junc- 
tion via  Evansville,  agents  will  assess  the  proportion  shown  south 
of  (yrand  Junction."  These  explanations  are  essentially  hypothetical, 
as  they  sa}^  that  they  do  not  rec*all  what  was  actual!}^  in  their  minds 
at  the  time  the  note  was  made.  They  have  also  offered  various  argu- 
ments to  show  that  other  circumstances,  which  would  apparently 
indicate  knowledge  on  their  part  of  the  cutting  of  the  rate  north  of 
Grand  Junction,  do  not  necessarily  prove  such  knowledge. 

It  is  unnecessary  in  this  report  to  draw  a  conclusion  as  to  whether 
the  present  officers  of  the  Southern  Railway  were  in  collusion  with  the 
other  railroads  in  bringing  about  this  secret  and  discriminatory  rate 
combination.  It  is  true  that  the  Southern  did  collect  continuously, 
as  far  as  can  be  ascertiiined,  the  same  proportipns  south  of  (Jrand 
Junction  as  would  have  accrued  to  it  if  the  through  rates  had  been 
maintained.  But  it  seems  almost  certain  that  at  least  at  the  time  the 
arrangement  was  tirst  estiiblished,  when  the  line  through  (irand  Junc- 
tion was  owned  by  the  Memphis  and  Charleston,  some  of  the  officers 
of  that  company  nuist  have  known  of  the  secret  low  rate  from  Whiting 
to  (rrand  Junction. 

And  if  the  present  officers  of  the  Southern  did  not  know  that  the  legal 
rates  were  being  evaded  they  ought  to  have  known  it.  It  is  the  duty  of 
a  railroad  joining  in  through  interstate  rates  to  take  reasonable  means 
to  see  that  such  rates  are  maintained  by  all  parties  to  them.  Such  a 
peculiarly  large  movement  as  that  of  oil  through  Gmnd  Junction,  and 
the  unusual  methods  under  which  it  was  handled  and  the  freight 
charges  collected  by  the  Southern  Railway. itself,  should  have  put  its 
officers  on  inquiry.  The  slightest  examination  would  have  shown 
that  the  oil  was  being  blind-billed  from  Whiting  direct  to  Grand 
Junction,  instead  of  Inking  billed  from  Evansville  and  with  the  propor- 
tions entered  on  the  waybills;  and  the  discovery  of  this  practice  wcmid 
naturally  lead  to  incjuiry  as  to  whether  the  rates  were  being  main- 
tained. To  hold  the  contrary  is  to  relieve  all  railroads  of  respon- 
sibility for  using  ordinar}^  precautions  to  see  to  it  that  they  are  not 
participating  in  through  rates  less  than  those  legally  published. 

The  (juestion  of  the  knowledge  of  the  Southern's  officers,  however. 
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in  no  way  affects  the  position  of  the  Standard  Oil  Company,  which 
necessarily  had  knowledge  that  the  legal  rates  were  being  violated  in 
its  behalf. 

Secrecy  of  the  13-cent  rate.— The  officers  of  the  Standard  Oil 
Company  lay  great  stress  upon  the  fact  that  the  tariff  naming  the 
13-cent  rate  to  Grand  Junction  was  tiled  with  the  Intei"state  Com- 
merce Commission,  as  evidence  that  the  Grand  Junction  combination 
was  not  secret.  A  brief  consideration  of  the  facts,  however,  will 
show  that  this  is  one  of  the  several  cases  discovered  b}'  the  Bureau 
where  rates  filed  with  the  Commission  have  been  effectively  secTet. 

It  is  certain  that  if  any  shipper  of  oil  had  asked  the  Illinois  Centi^al 
or  the  Chicago  and  Eastern  Illinois  for  the  rates  from  Chicago  or 
Whiting  to  points  in  the  South  he  would  have  been  given  only  the 
published  rates  based  on  the  regular  Evansville  combination.  This 
is  proved  by  the  fact  that  when  the  Bureau  of  ('orpoi*ations  itself 
asked  the  Chicago  and  Eastern  Illinois  Railroad  for  the  rates  from 
Whiting  to  numerous  points  in  the  South,  that  railroad  made  no  refer- 
ence to  the  (irand  Junction  combination  and  did  not  give  the  rates 
which  could  be  made  by  that  combination,  but  reported  instead,  in 
writing,  combinations  based  on  Evansville. 

Th(»  use  of  blind-billing  on  the  (irand  Junction  rate  by  the  Illinois 
Central,  and  subse(|uently  by  th(»  Chicago  and  Eastern  Illinois  in  con- 
junction with  the  Illinois  Central,  is  convincing  proof  that  the  rail- 
roads recognized  the  irrc^gularity  of  the  arningement  and  that  they 
designed  to  hide  the  rate  from  all  shippers  except  the  Standard  Oil 
Company. 

Again,  the  fact  that  the  taritl'  of  the  Illinois  Central  naming  the 
1^5-cent  rate  was  made  to  read  from  Riverdalc,  111.,  and  the  subsecjuent 
taritl"  of  the  Chicago  and  Kastrrn  Illinois  to  read  from  Dolton,  111.,  is 
an  indication  of  intent  to  conceal.  HiviM'dah*  and  Dolton  are  both 
obscure  junction  points,  which,  being  within  the  Chicago  switching 
limits,  ar(^  sup|)osc(l  to  takt^  rates  no  lower  than  those  from  C'hicago. 

If  there  had  been  any  occasion,  as  probably  then*  never  was.  for 
a  shipment  of  competitive  oil  from  this  territory  into  the  South,  the 
sjiipnjcnt  would  have  hvou  made  from  Chicago  propcM".  The  ship}>er 
would  naturally  have  in(|uired  for  the  rate  from  Chicago,  and  he 
would  ha\(*  found  no  other  rate  from  Chicago  proper  than  the  11-cent 
rate  to  the  Oiiio  Ki\'er  crossings.  Had  he  addn^ssed  his  in(|uiry  to  the 
Interstate  Connnerce  Commission,  it  would  have  l)een  for  rates  from 
Chicago.  It  would  never  have  occurred  to  him  to  ask  either  the  mil- 
road  company  or  the  Int(M*sttite  Connu(Mce  Comnjission  to  rei)ort  the 
rativs  from  Dolton.  111.,  or  Hiverdale.  HI. —the  stations  from  which  the 
l.*>-cent  rate  was  made — nor  woidd  it  havt^  occurred  to  him  to  go  to 
those  stations  to  (vxamine  the  tariffs  on  file. 

To  show  that  the  use  of  Dolton  as  a  \)oiut  of  origin  in  the  tariff  to 
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Grand  Junction  was  intended  to  conceal  the  rate  from  Whiting,  it  is 
only  necessary  to  recall  the  fact,  previously  stated,  that  a  shipper  in 
1905  telephoned  the  local  agent  of  the  (^hicngo  and  Eastern  Illinois  at 
Chicago  for  rates  on  oil  to  certain  points  in  Illinois,  and  was  quoted 
the  tifth-class  mtes  from  Chicago,  although  much  lower  rates  were  in 
effect  from  Dolton. 

Moreover,  the  last  thing  which  would  occur  to  the  mind  of  a  com- 
petitive shipper  would  be  to  ask  for  rates  from  Dolton,  or  even  from 
Chicago,  to  an  unfamiliar  point  like  Grand  Junction,  Tenn.,  a  village 
of  400  inhabitants.  He  would,  of  course,  ask  for  rates  to  the  point 
of  final  destination,  say  Birmingham  or  Atlanta,  and  particularly  so 
be<ause,  if  he  were  familiar  with  the  ordinary  milroad  practice,  he 
would  know  that  through  mtes  to  these  points  were  named  on  all 
classes  and  special  commodities  from  Ohio  River  crossings.  Had  he 
asked  the  Chicago  and  Eastern  Illinois  to  name  rates  to  Atlanta  or 
Birmingham  he  would  never  have  been  notified  of  the  possible  combi- 
nation by  way  of  Gnind  Junction. 

This  secret  Grand  Junction  rate  is  the  most  conspicuous  instance 
that  has  come  to  the  attention  of  the  Bureau  of  Corporations  of  the 
way  in  which  the  statutory  publicity  of  rates  is  set  at  naught  b}'  making 
tariffs  read  from  and  to  stations  which  would  never  in  the  ordinary 
course  of  business  occur  to  the  mind  of  any  shipper  except  the  one  for 
whose  benefit  the  tariffs  are  devised.  The  Grand  Junction  rate  was 
absolutely  secret;  it  could  not  have  been  more  secret  if  applied  by  a 
direct  rebate. 

Section  9.  Evidence  of  collusion  by  the  Standard  Oil  Company  to  evade 
published  rates. 

Even  were  there  no  other  evidence  on  the  subject,  the  irregularities 
in  the  issuing  of  the  18-cent  rate,  its  use  in  connection  with  the 
unpublished  proportions  of  the  Evansville  rates,  and  the  peculiarities 
in  the  methods  of  billing  and  collecting  freight  prove  that  the  Stand- 
ard Oil  Company  as  well  as  the  railroad  knew  that  the  arrangement 
was  intended  to  be  kept  secret. 

There  is,  however,  further  conclusive  evidence  that  the  Standard 
Oil  Company  was  in  collusion  with  the  railroads,  not  simph*  in  secur- 
ing an  exceptionally  favorable  rate  by  way  of  (irand  Junction,  but  in 
armnging  methods  by  which  it  could  b(»  concealed.  This  evidence  is 
found  in  memomnda  and  letters  in  the  files  of  the  general  office  of  the 
Chinigo  and  Eastern  Illinois  Railroad,  under  date  of  lsi>7  and  1S98. 
In  ord(»r  to  understand  those  papers,  letters,  and  memoranda,  many 
of  which  art'  signed  only  with  initials,  a  statement  of  the  i^ositionsheld 
at  the  time  by  the  various  persons  involved  is  <»ssential: 

J.  Car])enter,  at  that  time  ])resident  of  the  Chicago  and  Eastern 
Illinois  Railroad. 
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WilliHin  CaTiipboll,  general  freight  agent  of  the  Chicago  and  Elastern 
Illinois. 

S.  J.  Cooke,  at  that  time  assistant  general  freight  agent  and  now 
general  freight  agerjt  of  the  same  railroad. 

IL  H.  Rhodes,  also  an  assistant  general  freight  agent  of  the  same 
railroad. 

II.  A.  Ruhidge,  auditor  of  the  same  railroad. 

''  B.  H.  H..''  understood  to  be  the  initials  of  a  clerk  named  Harris, 
in  the  tariff  division  of  the  same  railroad. 

H.  C.  Barlow,  president  of  the  Fivansvilleand  Terre  Haute  Railnmd. 

M.  C.  Markham,  assistant  traffic  manager  of  the  Illinois  Central 
Railroad  at  Chicago. 

W.  D.  Ilurlbut,  general  freight  agent  of  the  Illinois  Central  Rail- 
road at  Louisville. 

F.  P.  Jeffries,  general  freight  agent  of  the  Evansville  and  Terre 
Haute  Railroad. 

Howard  Page,  general  traffic  manager  of  the  Standard  Oil  Com- 
pany. 

S.  H.  McClintock,  in  charge  of  the  traffic  of  the  Standard  Oil  Com- 
pany f  nmi  Whiting;  later  in  a  similar  position  on  the  Pacific  coast. 

The  tirst  tariff  issued  by  the  Chicago  and  Etustern  Illinois  Railroad 
naming  the  18-cent  rate  to  (irand  Junction  was  effective  September 
15, 1897.  On  a  copy  of  this  tjiriff  in  the  files  of  the  Chicago  and  Eastern 
Illinois  appears  the  following  memorandum,  evidenth'  relating  to  the 
est^iblishmcnt  of  the  tariff: 

Mr.  CarptMitor— Tliis  airaii^iMl  with  I*r('si«h*nt  lUirlow.  K.  <fc  T.  H.,  ami  Mr. 
Unwanl  Vnizv,  Standanl  Oil  Co.  Mr.  Barlow  arran^^Hl  with  Mr.  Markham  of  III. 
(Vntral.     Mr.  Harlow  infoniUMl  inc  ha«l  talkt^l  it  o\i*r  with  you. 

Wm.  i\ 

<m:>!)7.  C. 

This  nuMuoraiulum  indicates  very  clearly  that  the  e.^tablishnient  of  the 
nit<'  to  ( I  rand  Junction  by  the  Chicago  and  Kastcrn  Illinois  was  made 
at  the  instance  of  or  by  arrangement  with  the  Standard  Oil  Coni|>any. 
The  tariff  tlius  established  was  No.  in(»S4.  The  next  tariff  of  the 
Chicago  and  Kastcrn  Illinois  to  (irand  Junction  was  issued  February  3. 
l.y.^s,  taking  cftVct  February  s.  and  was  numbered  1044.>.  The  memo- 
randa relating  to  the  establishment  of  this  tarifi  found  in  the  tiles  of 
the  Chicago  and  Kastern  Illinois  are  particularly  interesting.  The 
lirst  reads  as  follows: 

T  Gs^W 
I{fiustat(»  tariff  <»ii  oil  to  (Jrainl  .luihtion,  IVnn, 
('  cV:  K  I  (i  F  I)   liH)S4. 

(  Verhal  S.  H.  McClintork 
'2  *J  9S.  I 
l>HUc  Kfh.  :inl.  Effective  Feh.  Stli.  i*s. 

2  ropit's  to  S.  II.  MfC. 
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This  memorandum  indicates  that  there  had  been  a  verbal  arrange- 
ment with  Mr.  McClintock,of  the  Standard  Oil  Company,  with  regard 
to  the  reissuance  of  the  tariff. 

The  next  memomndum  or  note  relating  to  this  tariff  is  as  follows: 

T6899 
Mr.  Campbell: — 

Mr.  McClintock  called  this  afternoon  and  stated  that  we  could  reissue  the  tariff  on 
oil  to  (irand  Jet.  Tenn.  to  take  effect  five  days  from  tomorrow,  Feb.  3,  everything 
having  been  arranged.  He  did  not  impart  any  further  information.  I  understood 
him  to  say  that  he  had  informeil  Mr.  Carj)enter. 

S.  J.  C. 
H.  H.  R. 

Please  reissue 
Wm  C 
2  3  98 

Effect.  Feby  8 

Expires  Feby  25/98 

This  memorandum  seems  to  indicate  that  the  entire  scheme  by  which 
the  tariff  was  to  })e  issued  and  handled  was  arranged  by  Mr.  McClint^^ck, 
of  the  Standard  Oil  Company.  The  use  of  the  words  "  He  did  not 
impart  an}'  further  information,"  in  particular,  seems  to  show  that 
the  railroad  officers  acted  implicitly  under  Mr.  Mc(/lintock\s  directions. 

The  next  memorandum  shows  still  more  specilically  that  the  manner 
of  issuing  pnd  handling  the  tariff  w^as  being  directed  by  McClintock. 
This  memorandum  consists  of  three  parts,  written  by  different  officers 
of  the  Chicago  and  P^astern  Illinois. 

Wm.  C. 

FI  H  R  says  McClintock  gave  you  some  later  instructions  as  to  manner  of  issuing 
and  handling  the  tariff,  and  wants  to  know  what  they  are. 

S.  J.  C.     2/4 
Mr.  Campbell.     Thus  has  only  been  sent  to  I C  C     Please  let  me  know  if  this  is  O  K 

B  H  H     2/4/98. 
BH  H 
This  is  O  K     H  H  R  will  explain. 

WC 

2,5/98. 

The  statement  in  this  memorandum  that  the  tariff  had  only  })een 
sent  to  the  Interstate  Commerce  Commission  .suggests  the  conclusion 
that  the  railroad  officers,  while  thus  tiling  the  tariff,  yet  intended  to  keep 
it  .secret.  The  idea  appjirently  was  to  give  a  cloak  of  legality  without 
giving  the  actual  publicity  which  is  the  intention  of  the  law. 

It  was  the  original  intention  of  the  railway  officers  to  issue  this 
tariff  only  for  a  few  days,  presumably  with  the  intention  of  afterwards 
reissuing  it.  It  was  subsequently  arranged  to  have  the  Chicago  and 
Ea.stern  Illinois  tariff  show  no  date  of  expimtion,  as  appears  from  the 
letter  at  the  top  of  page  272. 
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Feb  5th  1898 

T  6899 
Mr.  F.  P.  Jeffries,  G.  F.  A.  E  &  T  H  K  R 

EvansvUle,  Ind. 
Dear  Sir:  I  saw  Mr.  McCIintOL'k  of  the  Standard  Oil  Company  yesterday.     We 
arranged  to  make  our  proportional  tariff  on  oil  Whiting  and  Dolton  to  Grand  Junc- 
tion, Tenn.,  to  show  no  date  of  expiration.     Tliis  therefore  will  cancel  that  part  of 
my  letter  stating  that  tariff  will  expire  February  25th,  1898. 
Youra  very  truly. 


Gen.  Frt,  Agent. 

The  next  step  in  the  procedure  was  to  arrange  for  blind-billing  in 
order  to  preserve  the  secrecy  of  the  rate.  This  arrangement  is  referred 
to  in  the  following  letter  from  the  general  freight  agent  of  the  Illinois 
Central  to  Mr.  Campbell,  of  the  Chicago  and  Eastern  Illinois: 

In  your  reply  i)lea"<e  refer  to  15873  R. 

Personal.]  Illinois  Central  Railhoai)  Company, 

Office  of  General  Freight  Agent, 

Ijjum'Ulc,  February  s^4,  I89S. 
Mr.  William  Campbell, 

denernl  Frt'if/ht  Afjmt,  Clilrngo,  III. 
Dear  Sir:  RetVrrinjr  to  your  G.  F.  D.  No.  li)4oo/'  alt*o  your  divimon  Hheet  to  he 
u.«e<l  in  connection  with  same,  covering  rate  on  oil  from  Dolton  to  (frand  Junction. 
In  view  of  the  circumstances  which  Hurroun<l  the  making  and  application  of  the 
tariff,  and  with  which  you  are  of  course  entirely  familiar,  we  believe  that  it  would 
be  advisable  to  arranjre  to  have  the  fjhii>ments  waybilled  through  prepaid,  which 
means  not  to  show  any  rates  or  divisions  of  same,  and  have  seitlementt?  as  between 
your  road,  the  K.  c\:  T.  II.,  and  our  line  made  through  the  accounting  department. 
This  sn^^'cstion  has  mot  with  the  approval  of  Mr.  Fairman,  our  auditx)r  of  frt»ight 
receipts,  and  if  aj.'reeal)ie  ti>  yoiirseU'  1  presume  that  you  will  arrange  to  reissue  the 
tariff.  al.<o  the  hillinir  instructions.  Kindly  let  me  hear  from  you  at  your  early  con- 
venieiKM',  and  ol)li«ze. 

Yours,  truly,  W.  1).  Hikliut,  (U'rurnl  Fre'ujht  Agent. 

The  n'foiviice  in  this  lottiM"  to  the  ''ciiriim.stances  which  surround 
the  niakino-  and  application  of  the  taritl'"  as  a  t^round  for  the  desini- 
hility  of  i)li!id-l)iHino-  show>  that  tlic  entire  arraiio-einciit  was  a  device 
concocted  1)V  the  railroads,  in  conjunction  with  the  officers  of  the 
Standard  Oil  Company,  with  the  ^jXH-ial  intention  of  evadinof  publicity 
of  rates. 

That  Mr.  McClintock.  the  re[)resentative  of  the  Standard  Oil  CVnn- 
])any,  was  a  ])arty  to  the  phm  of  concealing'  rates  ])y  means  of  Idind- 
hillinj^  i>  shown  by  the  follow  ino-  memorandiun: 

T  t^H»W 

11  II  K 

I  have  just  seen  Mr.  Markham.  of  tin*  Illinois  Central,  in  comjuuiy  with  Mr.  Me- 
Clintock,  an«l  tliron^rh  l»illiiijjr  arran-jrements  from  l>olton  to  ( J ran<l  Junction  can  l»e 
arraniriMJ  uii  the  oil,  takini:  effect  to-morrow,  March  1st.  The  K.  iS:  T.  II.  lia.**  w  ifin! 
that  the  arran^U'inent  is  >ati>la(tory  to  it,  an<l  Mr.  Mark  ham  says  it  will  Ih»  entirely 

'"SluMild  he  l()4-l.'i. 
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satisfactory  to  the  111.  Central.  He  has  the  matter  up  with  Mr.  Hurlbut  an<l  Mr. 
Fairman.  Will  you  therefore  please  make  arrangements  for  proper  instnictions  to 
agent  at  Dolton  at  once. 

\Vm.  C.     2  28  98. 

The  ''through-billing  arrangements"  referred  to  in  thi.s  nienioran- 
duni  are  obvioush'  the  same  arrangements  which  are  referred  to  in  the 
preceding  letter — that  is,  for  billing  without  showing  mtes.  The  out- 
come of  the  negotiations  was  a  letter  of  February  28,  18i)8,  addressed 
to  the  local  agent  of  the  Chicago  and  Eastern  Illinois  at  Dolton,  con- 
taining the  following  instructions: 

In  making  thej«e  waybills,  simply  show  the  weight  and  the  word  *'Pre|)aid," 
omitting  charges  and  back  charges.  On  the  15th  and  last  day  of  each  month  send 
to  Mr.  C.  W.  Hillard,  Treasurer,  a  full  statement  of  your  billing,  also  a  claim  for 
relief  of  the  Calumet  Terminal  switching,  and  the  proper  collections  willln?  made 
and  yourstatifm  credited  through  Mr.  Hillard. 

The  present  traflac  manager  of  the  Standard  Oil  Compan}',  referring 
to  the  blind-billing  of  oil  to  Grand  Junction,  stated  that  he  knew  of 
no  special  reason  why  that  method  of  billing  should  be  followed,  and 
that  it  was  not  done  at  the  instance  of  the  Standard  Oil  Company.  lie 
.said  it  might  have  been  intended  for  the  convenience  of  the  railroads,  or 
in  order  to  enable  them  to  conceal  the  rate  from  competing  railroads, 
but  that  he  had  always  understood  that  the  Grand  Junction  rate  was 
entirely  open.  In  view  of  the  above  correspondence,  however,  it  is 
perfectly  clear  that  the  Standard  Oil  Comimny  was  a  party  to  the 
scheme  of  blind-billing. 

It  may  be  added  that  the  practice  of  billing  this  oil  to  Grand  Junc- 
tion, without  showing  the  final  destination  oh  the  original  waybills 
made  out  by  the  Chicago  and  Ea.stern  Illinois,  was  itself  irregular, 
and  the  Standard  officials  were  thoroughly  familiar  with  this  practice. 
On  open  rates,  the  oil  would  have  been  billed  to  destination  and  the 
total  freight  charges  paid  to  the  originating  road,  to  l)e  l)y  it  divided 
among  the  several  carriers.  Instead,  the  oil  was  billed  to  the  "'St^md- 
ard  Oil  Company  "  at  Grand  Junction,  ''for  beyond" — this  form  of 
billing  being  indicated  by  a  rubber  stamp  affixed  to  the  original  l)illing 
instructions  made  out  by  the  Standard  at  Whiting  for  each  car.  The 
charges  accruing  to  the  Southern  Railway  beyond  (irand  Junction 
were  paid  by  the  Standard  diret^tly  to  that  railway.  The  use  of  these 
irregular  methods  is  a  further  proof  that  the  Standard  knew  of  the 
secrecy  that  was  being  nuiintained  and  of  its  purpose  to  secure  a 
dei>arture  from  published  rates. 

The  officers  of  the  Standard  Oil  Company  have  asserted  that,  if  the 
Bureau  of  Corporations  had  asked  the  Standard  itself  for  ratvs  to  the 
South,  they  would  have  been  correct  h'  reported,  as  they  were  not  con- 
sidered secret.     Hut  the  Standard  Oil  Company  previously  ha<l  (j noted, 
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to  a  public  iiuthority,  higher  rates  to  at  least  two  cities  in  the  South 
than  tho.se  which  could  be  made  by  the  way  of  Gi*and  Junction.  In 
August,  19<>1,  at  the  request  of  the  United  States  Industrial  Commis- 
sion, the  Stiiudard  Oil  Company,  through  Mr.  John  U.  Archbold, 
furnished  to  the  Commission  a  list  of  freight  rates  from  various  retin- 
ing  points  to  various  destinations.  In  this  list  the  rate  from  Whiting 
to  Birmingham,  Ala.,  was  given  as  44  cents — the  regular  published 
tariff  combination.  At  the  same  time  the  Standard  Oil  Company  wa.s 
enjoying  a  secret  rate  combination  of  29^  cents  to  Birmingham.  This 
same  list  contained  a  rate  from  Whiting  to  Memphis  of  18  c^nts  per 
hundred  pounds,  the  regular  published  through  rate.  The  Standard 
was  at  the  same  time  shipping  at  least  part  of  its  oil  from  Whiting  to 
Memphis  b}-  the  way  of  (jrand  Junction,  on  a  secret  combination 
amounting  to  15  cents  per  hundred. 

Section  10.  Use  of  Grand  Junction  rate  in  connection  with  shipmenti  to 
Memphis. 

The  published  tariff  rate  on  oil  from  Whiting  to  Memphis  has  been 
for  years  is  cents  per  hundred  pounds.  As  shown  in  section  10,  this 
rate  itself  is  highly  discriminatory  as  compared  with  the  rates  from  inde- 
pendent retining  points.  Not  satisfied  with  this  low  rate,  however,  the 
Standard  Oil  Company  for  years  took  advantage  of  the  13-cent  rate  to 
Grand  Junction  to  get  largo  quantities  of  oil  into  Memphis  at  a  total 
rate  of  only  15  cents  per  hundred  pounds.  The  Southern  Railway 
charged  it  "2  cents  per  hundred  pounds  from  (irand  Junction  to  Mem- 
phis, while  the  nite  from  Whiting  to  (irand  Junction  was  13  cents. 

This  arrangement  was  as  conspicuously  a  departure  from  published 
rates  as  the  rates  to  other  points  in  the  South  reached  via  Grand 
Junction.  While  the  Southern  published  a  rate  from  Evansville  to 
Memphis  of  12  cents  per  hundred  pounds,  it  did  not  provide  in  its 
regular  division  she(»ts  for  any  proportions  of  this  rate,  nor  for  pro- 
portions of  a  through  rate  of  IS  cents  from  Whiting  to  Memphis. 
The  otliccrs  of  the  Southern  Railway  did  not  produce,  when  re<jueste<l 
by  the  Bun^iu.  any  tariff,  division  sheet,  or  other  authority  for  the 
application  of  the  rate  of  2  c<Mits  pov  hundred  pounds  from  Grand 
.Junction  to  Memphis. 

Thi*  (\\aniination  of  billing  records  of  the  Southei-n  Railway  from 
(irand  Junction  was  carried  back  as  far  as  Se])tcmber.  ISUS.  In  that 
month  there  were  2s  cars  of  oil,  origiriating  at  Whiting,  billed  from 
(irand  Junction  to  M(Mnphis  at  2  cents  per  hundred  ]U)unds.  During 
the  ujonth  of  A])ril,  UHM),  the  numixM-  of  cars  haiKUed  on  this  same 
rate  was  o.^;  during  th(*  month  of  Juih*.  19(»1,  1)2:  during  Auyfust, 
li^n^,  4.  Shipments  on  this  combination  a])p<»ar  to  have  fallen  off 
gn^atly  about  this  time.  In  October.  nH)8,  only  :>  cars  were  handled 
on  th(»  2-cent  rate,  and  during  DiTcmbcr,  nM)4.  and  November,  19<»,'), 
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none  whatever.  The  records  of  the  milroads  out  from  Chicago,  par- 
ticularly the  Illinois  Centml,  showed,  during  the  past  two  or  three 
years,  large  shipments  to  Memphis  on  the  regular  18-cent  rate,  and  as 
far  as  has  been  ascertained  there  was  no  rebate  on  these  shipments. 

The  extent  of  the  advantage  enjoyed  by  the  Standard  Oil  Company 
on  shipments  which  did  take  the  15-cent  rate  to  Memphis  may  be 
appreciated  by  a  comparison  of  this  rate  with  that  from  Toledo,  26^ 
cents;  that  from  Cleveland,  27  cents,  and  that  from  Pittsburg,  30^ 
cents.  The  distance  from  Whiting  to  Memphis  is  528  miles,  as  com- 
pared with  660  from  Toledo,  729  from  Cleveland,  and  807  from  Pitts- 
burg. On  the  basis  of  15  cents  the  mte  per  ton  per  mile  was  5.7 
mills  from  Whiting,  as  compared  with  8  mills  from  Toledo,  7.4  mills 
from  Cleveland,  and  7.6  mills  from  Pittsburg.  On  most  other  com- 
modities Toledo,  Cleveland,  and  Pittsburg  all  take  rates  very  little 
higher  than  those  of  Whiting.  Thus  on  fifth-sixth  class  the  rate  from 
Whiting  is  31  cents,  and  from  Cleveland,  Toledo,  and  Pittsburg  alike 
33  cents. 

in.  COMBINATION  BASED  ON  SECRET  BATES  FROM  WHITING  TO 

EVANSVILLE. 

It  has  been  observed  that  the  preceding  sections  relate  exclusively 
to  points  reached  by  the  Southern  Railway  and  it«  connections.  There 
are,  however,  considemble  areas  in  the  South  which  are  either  not 
reached  at  all  by  the  Southern  Railway  and  its  <*onnecting  lines,  or 
which  can  be  reached  more  conveniently  by  the  Louisville  and  Nashville, 
Mobile  and  Ohio,  or  Illinois  Central.  The  Standard  Oil  Company  has 
been  a}>le  to  reach  these  points  also  on  rates  much  more  favorable 
than  those  paid  by  its  competitors.  To  a  large  number  of  these  points 
it  has  enjoyed  a  special  advantage  by  reason  of  secret  rates  from 
Whiting  to  Evansville.  These  were  used  in  conjunction  with  pub- 
lished mtes  from  Evansville  over  the  l^ouisville  and  Nashville,  which 
were  then)selves  unfairly  low  as  compared  with  the  published  mtes 
from  Cincinnati,  the  natural  gateway  of  the  leading  competitors. 
The  following  sections  are  chiefi}'  concerned  with  this  secret  Evans- 
ville combination,  although  it  necessarily  touches  on  the  Standard's 
advantages  in  open-rate  combinations  from  Whiting  to  points  in  the 
South,  by  way  of  Ohio  River  crossings,  which  are  more  fully  described 
in  section  20. 

Section  11.  Published  and  secret  tariffs  on  oil  from  Whiting  to  Evansville. 
The  published  tariff  rate  on  oil  from  Whiting  to  all  Ohio  River 
crossings  is  11  cents  pt»r  hundred  pounds;  the  rate  actually  paid  by  the 
Standard  Oil  Company  on  most  shipments  to  Evansville,  at  least  as 
far  back  as  IHUl  and  down  to  December,  11)05,  was  8i  cents  per  hun- 
dred pounds,  while  during  part  of  this  period  certain  shipments  wimc 
carried  at  ♦>  cents  per  hundred  pounds. 
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As  already  stat<»d  in  section  3,  the  11-cent  rate  to  Ohio  Kiver  cross- 
ings has  for  years  been  a  conspicuous  and  well-known  rate,  published 
in  successive  tariffs  of  the  Chicago  and  Ohio  River  committee  of  the 
Central  Freight  Association.  The  Chicago  and  Eastern  Illinois  Rail- 
road, which  has  made  the  secret  rates  just  mentioned,  was  a  party  to 
all  these  tariffs  naming  the  Il-cent  rate,  which  were  reissued  repeatedly 
after  the  8i -cent  rate  was  actually  in  force. 

The  secret  rates  from  Whiting  to  Evansville  have  been  made  under 
the  guise  of  intrastate  rates  not  filed  with  the  Interstate  Commerce 
Commission.  That  is,  by  making  through  tariffs  in  conjunction  with 
the  Chicago  Terminal  Transfer  Railroad,  which  connects  Whiting  with 
the  tracks  of  the  Chicago  and  Eastern  Illinois,  through  shipments  were 
made  from  one  point  in  Indiana  to  another  point  in  Indiana,  and  the  fact 
that  they  passed  into  the  State  of  Illinois  during  the  journey  was  not  con- 
sidered by  the  railroad  officers  as  making  them  interstate  shipments — 
a  contention  contrary  to  the  decision  of  the  United  States  Supreme 
Court.  It  may  be  noted  that  this  same  connection  has  been  used  by 
the  Standard  Oil  Company  to  make  shipments  from  Whiting  to  points 
in  both  Indiana  and  Illinois  under  secret  rates;  for  certain  railroads 
leading  from  Chicago  have  also  for  years  treated  shipments  originating 
at  Whiting,  but  coming  to  their  tracks  in  Illinois  by  a  switching  rail- 
road and  subsecjuentlv  delivered  to  points  in  Illinois,  as  intrastate 
shipments. 

The  secret  rates  from  Whiting  to  Evansville,  however,  have  l.>een 
used  not  merely  on  shipments  of  oil  to  Evansville  proper  for  local 
consumption,  but  also  on  shipments  l)illed  to  Evansville  but  destined 
to  points  throughout  the  South,  which  were,  of  course,  interstate 
shipments.  It  is  clear  that  the  Chicago  and  Eastern  Illinois  Kail- 
road  has  from  th(»  beginning  conceived  that,  from  the  legal  stand- 
point, then*  might  hv  a  difference  between  these  two  classes  of 
oil  shipments,  those  stopping  at  Evansville  and  those  going  through 
Evansville  into  other  States.  So  far  as  asccMtained  by  the  Bureau  of 
Corporations,  the  first  tariff  of  the  Chicago  and  Eastern  Illinois  naming 
an  S|-cent  rate  from  Whiting  to  Evansville  was  issued  in  18l>2,  two 
years  wUvv  tiie  Whiting  refinery  bi^gan  business  (No.  5H4(>,  effective 
May  2,  lst»2).  It  read  from  Whiting  to  *' Evansville  (]) rope r) '"  and 
Vincrnnes.  The  word  *'  proper''  is  always  us(h1  by  railway  companies 
in  their  tariffs  to  indicate*  that  the  rate  applies  only  to  shi[)ments  ter- 
minating at  the  given  point,  and  not  to  inteiniediate  ])()ints  nor  to  ship- 
ments (icstinrd  for  points  beyond.  MonM)V(M-,  this  first  tariff  bore  on 
its  face  a  specific  statement  that  the  rate  of  ^l  cents  nuist  not  be  u.sed 
on  shipments  destined  for  points  beyond  Evansville.  The  purpose 
was  undoubtedly  to  indicate  that  the  ratt\  not  being  filed  with  the  Inter- 
state Connnerce  Commission,  should  not  be  used  on  obviously  inter- 
state business. 
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Two  subsequent  issues  of  the  Chicago  and  Eastern  Illinois  naming 
the  same  rate  also  specified  that  it  applied  to  Evansville  proper,  though 
they  no  longer  contained  the  distinct  statement  that  the  rate  must  not 
be  used  on  shipments  beyond. 

In  December,  1897,  the  Chicago  and  Eastern  Illinois  issued  another 
tariff  reading  from  Whiting  to  Evansville  which  omitted  the  word 
"proper."  It  is  highly  probable  that  from  that  time  on  the  rate  of 
8i  cents  was  applied  to  all  shipments  regardless  of  their  final  destina- 
tion, and  this  is  known  to  have  been  the  case  as  far  back  as  190(). 

It  is  inconceivable  that  this  change  in  the  language  of  the  tariff 
should  have  been  accidental.  The  previous  wording  showed  almost 
beyond  question  that  the  Chicago  and  Eastern  Illinois  officials  recog- 
nized that,  while  it  might  possibly  be  legal  to  make  such  a  secret  rate 
on  oil  intended  to  stop  at  Evansville,  it  was  not  legal  to  use  it  on  oil 
destined  beyond.  Notwithstanding  the  fact  that  by  the  omission  of 
''  proper"  and  the  practice  of  the  railroad  the  rate  of  Si  cents  became 
clearly  an  interstate  rate,  it  was  never  filed  with  the  Interstate  Com- 
merce Commission. 

That  the  officers  of  the  Standard  Oil  Company  were  in  collusion 
with  the  railroads,  in  adopting  this  device  to  enable  them  to  get  rates 
lower  than  the  combination  of  published  rates  to  points  in  the  South,  is 
shown  by  a  memorandum  in  the  tile  of  the  Chicago  and  P^astern  Illinois 
Railroad  relating  to  tariffs  on  oil.     This  memorandum  is  as  follows: 

S.  J.  ('. 

A.«  I  understand  the  **Sittiwa8hun"  Mr.  Page  did  not  (iesire  the  .0825  rate  filed 
with  ICC  an(i  for  that  reason  we  ma<le  tariff  read  from  Whiting  in  connection  with 
CTTRR. 

B.  H.  H. 

H.  A.  R.  nays  make  state  tariff  and  cancel  both  the  others. 

This  memorandum  is  without  date,  but  in  the  files  of  the  Chicago  and 
Eastern  Illinois  it  appears  between  a  paper  dated  Novem})er  'J6,  1897, 
and  one  dated  November  27,  1897.  The  tariff  naming  the  8i-cent  rate 
to  Evansville  without  the  word  ''proper'-  was  issued  at  this  very  time. 
There  can  })e  no  question  that  this  note  refers  to  it.  The  ''  S.  J.  C.,'' 
to  whom  the  memorandum  is  addressed,  is  S.  J.  Cooke,  at  that  time 
assistant  general  freight  agent  of  the  Chicago  and  Eastern  Illinois. 
The  ''Mr.  Page''  referred  to  is  Howard  Page,  then  traffic  n)anager  of 
the  Stiindard  Oil  Company.  The  memorandum  is  signed  "B.  H.  H./' 
which  are  understood  to  be  the  initials  of  a  clerk  in  the  tariff  depart- 
ment of  the  Chicago  and  Eastern  Illinois,  named  Harris.  "H.  A.  R."* 
stands  for  II.  A.  Rubidge,  who  was  then  auditor  of  the  Chicago  and 
Eastern  Illinois. 

This  memorandum  shows  beyond  question  that  Mr.  Page,  traffic 
manager  of  the  Standard  Oil  Company,  knew  that  it  whs  the  intention 
to  use  the  Sj-cent  rate  on  interstate  shipments;  knew  that  the  rate 
ought,  therefore,  to  l)e  filed  with  the  Intevstale  Coveww^w^^  V\>\vx\v\vs- 
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81011,  but  requested  or  directed  the  railroad  company  not  to  do  so. 
The  humorous  use  of  the  word  "sittiwashun"  (situation)  itself  tends 
to  indicate  that  the  writer  realized  that  the  failure  to  file  the  tariff  with 
the  Interstate  Commerce  Commission  was  irregular.  The  latter  part 
of  the  memorandum  shows  that  Mr.  Rubidge  gave  directions  to  treat 
this  as  a  ^' State  tariff,"  although  it  obviously  was  not.  One  of  '*the 
others"  referred  to  is  probably  the  tariff  of  October  27,  1897,  which 
applied  to  Evansville  proper  and  Vincennes;  the  second  was  presuma- 
bly a  tariff  naming  the  8i-cent  rate  to  certain  other  points  in  the 
State  of  Indiana,  which  were  incorporated  in  the  new  tariff  effective 
December  10,  1897.  The  tariff  of  1897  was  superseded  by  another  in 
1901.  The  following  is  a  copy  of  this  latter  issue,  the  original  being 
a  mimeographed  typewritten  sheet: 


CHICAGO  &  EASTERN  ILLINOIS  RAILROAD. 

In  connection  with 

Chicago  Terminal  Transfer  Railroad. 
Evansville  &  Terre  Haute  Railroad. 
Evansville  &  Indianapolis  Railroad. 

0.  F.  D.  No.  1445(). 

■  Effective  April  1st,  190L 

I 

I  Canceling?  G.  F.  D.  No.  ICSOO. 

'  Joint  FRKiunT  Tariff. 

A])plyiiijj  on 

Petroleum  and  Its  Oil  Prodicts,  Carloads. 

Mininiuin  weight;  when  in  tanks,  ca]>afity  of  tank;  ])arrels,  24,000  Ibp. 

From 

WHITING.  IND. 


Katrs  in  Rates  in 

To—  <u'iHs  i»rr  T<i —  oentx  pi»r 

l(K)|Miuinls.  lOOponncls.     ( 

Sullivan,       ln«1 j                         Kvansvillr.      liid 1  j^  .,:^ 

rrinrrton.       '   (        ^  ^r          Wa.^^liinv'ton,      '   |  "^ 

Mt.  Vernon.  ••   I          ■*^'          Titrrsburj,'.        '•   \  ,, 

VinctMini'v.     "   J  Oakland  Cily.    •  j 

A^'ent  C.  cV'  K.  1.  H.  R.  at   Dolton  Jet.   will  waylull  throu^'h  via  Terre  Haute 
in  aeconlance  with  division  sheet  i.-^siuMl  in  eonnei'tioii  with  this  tariff. 
Authy.  T-<;ir>4— T-ISIS. 
Win.  CaniplH'il,  S.  J.  C(»oke.  H.  II.  Rhoiies,  . 

(ien'l  Frt.  A^it.  A.^s't  (ien'l  Frt.  Ajrt.,  A.Vt  Gen'l  Frt.  Agt, 

fhica^o.  111. 
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This  tariff  of  1901,  naming  the  8i-cent  rate  to  Evansv  ille,  was  canceled 
December  1,  1905,  within  a  short  time  after  the  existence  of  the  rate 
had  been  discovered  by  the  Bureau  of  Corporations,  and  there  can  be 
no  (fuestion  that  the  cancellation  was  due  to  this  discovery.  The  fact 
that  it  was  canceled  so  promptly  is  in  itself  an  admission  of  the  irregu- 
larity and  the  unreasonableness  of  the  rate.  The  present  rate  in  effect 
is  the  regular  tariff  rate  of  11  cents  per  hundred  pounds. 

From  at  least  the  beginning  of  1900  down  to  early  in  1905  certain 
shipments  of  oil  from  Whiting  to  Evansville,  destined  to  points  in  the 
South,  were  carried  at  the  rate  of  6  cents  per  hundred  pounds,  a  still 
greater  departure  from  the  published  tariff  rate.  The  agents  of  the 
Bureau  discovered  in  the  tariff  tiles  of  the  Chicago  and  Eastern  Illinois 
no  authority  whatever  for  this  mte,  and  the  traffic  officials  of  the  rail- 
road professed  not  to  know  when,  wh}',  or  b}'  whose  authority  it  was 
established.  There  was  also  no  evidence  available  in  the  record  as  to 
why  or  by  whose  authority  it  was  withdrawn.  The  reason  for  the  use 
of  the  6-cent  rate  on  shipments  destined  to  particular  southern  points 
is  set  forth  in  section  15. 

Section  12.  Methods  of  billing  and  collection  designed  to  conceal  rates. 

False  rates  entered  on  waybills. — The  desire  to  conceal  these 
secret  rates  to  Evansville  was  so  great  that  the  railroad  company 
resorted  to  the  device  of  false  billing  of  the  oil  shipped  to  Evansville 
and  destined  to  points  beyond;  that  is  to  sa}',  the  waybills  and  the 
various  records  of  the  railroad  company  based  on  the  waybills  showed 
on  their  face  the  regular  tariff  rate  of  11  cents  per  hundred  pounds, 
while  the  lower  rate  was  collected  by  means  of  special  bills  or  '^col- 
lection vouchers"  rendered  to  the  Standard  Oil  Company. 

A  further  evidence,  in  addition  to  that  presented  in  section  U,  that 
the  railroad  company  believed  there  was  a  difference  between  the  use  of 
these  secret  rates  on  business  terminating  in  Evansville  and  their  use 
on  business  destined  beyond  Evansville,  is  found  in  the  methods  of 
billing  the  two  chisses  of  shipments.  Oil  destined  to  Evansville  for 
local  consumption  was  carried  on  a  separate  series  of  waybills  from 
that  used  for  shipments  beyond.  These  wa3'bills  for  ""Evansville 
locaP'  showed  on  their  face  the  rate  of  8i  cents,  and  the  freight 
charges  were  collect<»d  from  the  Standard  Oil  Company  in  the  usual 
manner,  by  the  local  agent.  On  the  other  hand,  the  waybills  of  oil  to 
Evansville  for  points  beyond  showed  the  11 -cent  rate. 

Herewith  is  presented  a  photographic  reproduction  fiK)m  a  copy 
(not  from  th(»  original)  of  a  typical  waybill  for  oil  shipped  to  Evans- 
ville for  points  beyond.  It  will  be  seen  that  the  waybill  shows  on  its 
face  that  the  business  was  interstate  in  character,  the  oil  being  consigned 
to  the  Standard  Oil  Comimny  at  Dickson,  Tenn.     Marked  on  the  copy 
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of  the  way])ill  in  the  freight  auditor's  office  is  a  reference  to  "C.  V/ 
7568,"  the  collection  voucher  b}'  which  the  charges  on  these  shipments 
were  collected  from  the  Standard  Oil  Corapan}'.  An  examination  of 
collection  voucher  7568  showed  that  the  actual  rate  collected  upon  this* 
car  was  8i  cents  per  hundred  instead  of  11  cents  (see  billing  statement, 
p.  282). 

The  method  of  collection  from  the  Standard  Oil  Company  on  ship- 
ments of  oil  waybilled  to  Evansville  at  the  11-cent  rate  was  an  follows:   -; 
The  local  agent  of  the  Chicago  and  Eastern  Illinois  at  Dolton,  where*  ^ 
the  oil  was  received  from  the  Chicago  Terminal  Transfer  Railroad,    * 
prepared  twice  each  month  a  statement  of  the  billing  of  oil  to  Evans-    , 
ville  at  the  11-cent  rate.     This  statement  showed  the  weight  of  each  " 
car,  the  rate  of  11  cents  per  hundred  pounds,  the  extension  of  the 
charges  at  that  rate,  and  the  point  of  destination.     Two  copies  of  this 
statement  were  sent  to  the  general  office  of  the  railroad  company  as 
the  basis  for  collection. 

The  collection  vouchers  sent  to  the  Standard  Oil  Company  show  an* 
amount  consideiably  less  than  the  sum  of  the  freight  charges  covered 
by  the  attached  billing  statements  at  the  11-cent  rate. 

The  following  is  a  copy  of  collection  voucher  7508,  covering  ship- 
ments of  oil  of  December  l.^-JU,  1904.  It  shows  the  final  figures  after 
certain  minor  corrections  made  in  the  original. 


Auditor's  No. .  .7568 

.Stuudanl  Oil  Oomjiauv, 

Month  of Dec  1904 

Chicaijro  Illinois 


To  TlIK  ClIICAliO  i^  KASTKKN  ILLINOIS  RAILROAD  CO.,  Dr. 

If  Jill  error  l»r  found  in  \\\'\^  nccoimt.  pli'asc  return  to  Auditor  ior  correction. 

otherwise  remit  check  to  order  of  tlie  t'onii»any.  «|UOtinK 

Au<iit  No.  shown  ahove. 

VM)r^  Dei»t.  No 


Jan  <i  For  freijjlit  changes  on  oil  hilliMl  |)n'|)ai<l  to  ICvansville 
from  Di'cloth  toolst  inclnsive,  Imt  whicli  liavt- not 
bt'rn  pn^pai"!  and  are  collectible  from  yoiu-  com- 
pany a.^  per  agreement — statement  attached  \A\M\  7S 

Chicaiio  Station 

Correct 

19(1 

A(JM  1  7.") 
Appnncd     KKCKl  VKD  Fonrteeii  him<lre<l  thirty  six  an<l  7S  1(H)  DOLLARS 

in  fid!  for  above  accnmit 

An.litcd 

.I.ID 

Auditor        sl4;i<i  7S 
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It  will  be  seen  that  this  collection  voucher  does  not  show  on  its  face 
the  actual  rates  charged  or  the  weight  of  the  oil,  but  only  the  amount 
due.  Neither  did  the  8i-cent  rate  nor  the  6-cent  rate  ordinaril}^  appear 
on  any  paper  sent  to  the  Standard  Oil  Company.  Instead,  the  freight 
auditor  simply  made  up  from  the  statement,  furnished  by  the  local 
agent  at  Dolton,  of  the  cars  billed  at  the  11-cent  rate  a  similar  state- 
ment divided  into  two  parts,  one  of  which  included  the  cars  taking  the 
8i-cent  rate  and  the  other  the  cars  taking  the  6-cent  rate.  This  new 
billing  statement  was  sent  to  the  Standard  with  the  collection  voucher. 
By  apphing  the  rates,  respectively,  which  of  course  were  known  to 
the  Standard  Oil  Company,  to  the  weights  shown  on  these  two  state- 
merits,  the  amount  of  freight  charges,  as  shown  in  the  collection 
voucher,  was  computed.  It  can  readily  be  seen  that  by  this  method 
the  knowledge  of  the  actual  freight  charges  could  be  confined  to  a  ver}' 
few  persons. 

It  would,  in  fact,  have  been  diflBcult  for  the  Bureau  of  Corporations 
to  determine  precisely  this  6  cent  rate  from  the  papers  in  the  office  of 
the  railroad  company  had  it  not  been  that  one  of  the  collection 
vouchers,  that  for  the  second  half  of  August,  1904,  happened  to  have 
entered  on  \t^  face  the  two  separate  rates  of  8^  and  6  cents,  with  the 
weight  of  the  oil  handled  at  each  rate. 

It  was  also  found  that  in  one  or  two  cases  there  were  on  file  in  the 
office  of  the  railroad  company,  in  connection  with  the  collection 
vouchers,  copies  of  the  statement  of  billing  which  had  l>een  rendered 
to  the  Standard  Oil  Company,  divided  into  two  groups,  and  therein 
differing  from  the  original  statements  of  billing  prepared  by  the  local 
agent  at  Dolton,  which  were  also  on  file.  Bv  applying  the  two  rates, 
respectively,  to  the  weights  shown  in  these  separate  groups,  it  was 
found  that  the  amount  of  the  collection  voucher  could  be  checked  up. 
In  other  cases  it  was  found  that  the  original  statement  of  billing  pre- 
pared by  the  local  agent,  and  on  file  in  the  freight  auditor's  office, 
contained  an  indication  as  to  the  basis  of  this  division  into  groups. 
All  the  cars  destined  to  i>oints  taking  the  8i-cent  rate  were  marked 
with  a  check,  and  cars  tlestined  to  other  points  with  a  cross. 

On  page  282  is  a  copy  of  the  heading  and  a  few  of  the  items  of  the 
statement  of  billing  on  which  collection  voucher  7568,  shown  on  page 
2S(L  was  based.  The  last  five  column  headings  in  the  statement  bear  no 
relation  to  the  items  entered  under  them.  The  figures  farthest  to  the 
right  entered  imder  the  heading  ''Amount,*'  are  what  are  known  as 
''pro  ninnbers,*'  that  is,  the  numbers  placed  on  the  way})ills  in  serial 
order  when  the  curs  are  received.  The  destinations  are  shown  still 
farth(M-  to  tin*  right;  also  the  checks  indieating  the  8i-cent  rate  and  the 
plus  signs  indieating  the  6-cent  rate. 
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Frisco  Hvstein. 


CHICAGO  &  EASTERN  ILLINOIS  RAILROAD  COMPANY. 


No. 

Statement. 

Shipments  from 


I^cal  department. 


Dec.  15,  1904. 
Claimants. 


Statement  (>/  hillhig  on  oil  from  C  T  T  at  Whiting 
(Mined  Consignee. 


Standard  OH  Co.  to  EvansvilUf  Ind.jfor  beyond. 


Way-billed  fnon 
Via 

j        Car 

to 

1 

190  Date  W.-B. 

1 

Ini- 

Articles 

Weight 

No. 

tial 

12     15 

111 

9236 

ROil 

77651 

113 

3919 

'• 

3X963 

16 

I'JO 

9999  ' 

; 

1  60  Brl  P  L 
Oil  5  Cs 

24300 

17 

1*21 

7088  '■ 

RUil 

41946 

12«> 

l.V>3  i 

39514 

127 

T3K\  1 

5(KW7 

12H 

6.V>1  j 

•' 

518iW 

•Jl 

HO 

3rt41  ; 

1>  Loil 

:^i75 

14J 

4 

Kef    " 

4ir»s3 

n.T 

4-i3<; 

V  L    '• 

,     :i8.sl2 

Destination. 


12c  oil 


Weight  Itate  Amount  iRate  Amount'  Rate 


Amount 


Rate 


Amt. 


85  42 

42  8<> 

26  73 

46  13 

43  46 

5.^>  70 

57  08 

42  5  J 

^6   S.T 

42  72 

3904 

Dickflon.Tenn. 

V 

3905 

Owensboro,  Ky. 

V 

42S6 

AthenK.Ga 

-r 

4663 

Hcndentun,  Ky. 

V 

4665 

Owensboro,  Ky. 

V 

4666 

<'adiz. 

V 

4667 

Cent.  City.  Ky. 

V 

5688 

Jellico.Tenn. 

V 

.'Xs'VO 

Bghani,  Ala. 

-f- 

5<kU 

Xashv.,Tenn. 

V 

Heo^iniiing  with  Februarv,  IIMC),  the  collection  vouchers  and  billing 
statements  on  shipments  of  oil  to  Evansville  for  points  be^'ond  .show 
that  the  ratc^  of  sj  cents  was  applied  uniformly  on  all  shipments.  The 
statements  of  hillintr  ceased  to  l)e  marked  w  ith  crosses  and  checks.  In 
a  few  cases.  sul)se<iuent  to  this  time,  th<»  collection  vouchers  show  on 
their  face  the  rate  of  s|  cents,  hut  usually,  as  before,  the  rate  is  not 
shown  at  all. 

Section  13.  Complicity  of  Standard  Oil  Company  in  secrecy  of  Evansyille 

rates. 

The  traffic  mana«rtM*  of  tlu^  Standard  Oil  Company,  in  otfering  an 

explanation  of  the  Sj-ccMit    Kvansville  rate,  stated  that  so  far  as  he 

knew  it  was  not  a  secret   rate,  but  would   have  been  available  to  the 

com|)etitors  of  the  Standard  Oil  Company  if  they  had  had  occasion  to 

maki'  shipments  from  Chica<!:o  or  Whitinjr  to   Kvansville.     He  sjiid, 

further,  that  while  the  rate  was  not  tiled  with  the  Interstate  Commerce 

Conimission,  that  was  a  tnatter  which  conciMiied  the  railroads  and  not 

th(^  Stnndtivd  Oil  Comi)any .     lie  sivu\  l\\wl  \\V  v\  ^vnwwv  tuwe.  when  he 
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was  himself  connected  with  the  Chicago  and  Eastern  Illinois  Kaih'oad, 
the  officers  of  that  road  regularly  assumed,  on  the  advice  of  their 
counsel,  that  shipments  from  places  like  Whiting  or  Hammond  to 
points  in  Indiana  by  way  of  the  Chicago  and  Eastern  Illinois  Railroad 
tmcks  through  Illinois  were  intrastate  shipments,  and,  further,  that 
they  had  considered  that  it  did  not  matter  that  the  shipments  billed  to 
Evansville  were  destined  to  points  beyond.  With  reference  to  the 
memorandum  above  quoted,  referring  to  the  desire  of  Mr.  Page  of  the 
Standard  Oil  Company  that  the  tariff  naming  the  8i-cent  rate  should 
not  be  filed  with  the  Interstate  Commerce  Commission,  Mr.  Page  has 
denied  that  he  had  expressed  this  desire,  and  said  he  would  have  no 
occasion  to  do  so,  as  he  knew  the  i*ailroad  habituall}^  adopted  that 
policy  with  respect  to  such  State  tariffs. 

It  is  quite  unnecessary  to  discuss  the  contention  that  shipments 
billed  from  Whiting  to  Evansville,  but  destined  to  points  beyond,  can 
be  considered  State  business.  It  is  perfectly  clear  that  if  secret  intra- 
state rates  are  used  in  forwarding  interstate  shipments,  it  is  impossible 
to  secure  any  publicitv  of  interstate  rates.  The  statement  of  the 
Standard's  tmffic  manager  as  to  the  attitude  of  the  railroad  officers 
toward  such  "  intrastate"  rates  hardly  accords  with  the  practice  of 
falsely  billing  oil  to  Evansville  for  points  beyond  at  the  published  rate. 

As  to  the  contention  that  the  Standard  Oil  Company  did  not  know 
that  the  rate  was  secret,  there  are  several  evidences,  aside  from  the 
memorandum  above  quoted,  which  show  the  contrary. 

It  is  doubtless  true  that  the  officers  or  representatives  of  the  Standard 
would  not  necessarih'  see  any  of  the  waybills  of  oil  from  Whiting  to 
Evansville  which  showed  on  their  face  the  false  entry  of  11  cents  per 
hundred  pounds. 

But  the  statements  of  billing,  which  were  rendered  to  the  Standard  Oil 
Company  by  the  Chicago  and  Eastern  Illinois  Railroad  in  collecting  the 
charges,  themselves  showed  that  the  oil  had  been  billed  at  the  11 -cent 
rate.  These  statements  of  billing,  according  to  officers  of  the  railroad 
company,  were  similar  in  form  to  that  copied  on  the  opposite  page, 
except  that,  as  already  stated,  the}-  were  separated  into  two  parts,  the 
first  including  the  oil  which  was  actually  carried  at  an  8i-cent  rate,  and 
the  second  the  oil  which  was  carried  at  a  6-cent  rate.  From  the  fact  that 
the  waybills,  as  indicated  by  this  statement  rendered  to  the  Standard 
Oil  Company,  showed  a  different  rate  from  that  actually  collected,  the 
officers  of  the  Standard  could  not  fail  to  realize  that  the  8i-cent  and 
the  6-cent  rates  were  secret.  They  knew,  too,  that  the  Chicago  and 
Eastern  Illinois,  as  a  party  to  the  Chicago  and  Ohio  River  Committee, 
was  continuing  to  issue  tariffs  conspicuously  naming  an  11-cent  rate  to 
Evansville. 

A  further  proof  that  the  Standard  officials  knew  that  the  proper  rate 
was  11  cents  and  that  the  lower  rates  were  secret  \siov\wdk  vw^  v^vv^n  vA 
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a  letter  addressed  to  the  Standard  Oil  Compan}'^  at  Chicago,  dated 
November  6,  1904,  and  sig^ned  by  the  auditor  of  the  Chicago  and  Elaist- 
eru  Illinois  Railroad.    This  letter  begins  with  the  following  language: 

On  our  statement  date<l  February  14,  1904,  on  ghipments  of  11-cent  oil<'  to  Evans- 
ville,    *    *    *  . 

This  letter  was  duly  acknowledged  b}^  Edgar  Bogardus,  of  the 
Standard  Oil  Company  at  Chicago.  From  the  fact  that  blind  billing 
was  used  on  the  Grand  Junction  rate  with  the  knowledge  of  the 
Standard  that  the  purpose  was  to  conceal  the  rate,  it  is  not  an  unreason- 
able inference  that  false  billing  was  used  by  the  same  railroad  on  the 
Evansv  ille  rate,  not  only  with  the  knowledge  but  for  the  particular 
benefit  of  the  Standard  Oil  Company. 

Section  14.  Volume  of  business  affected  by  secret  Evansville  rates,  and 
saving  to  the  Standard  Oil  Company. 

The  volume  of  business  affect^^d  by  the  secret  mtes  of  8i  cents  and 
f>  cents  from  Whiting  to  Evansville  was  considerably  less  than  the 
volume  of  business  handled  under  the  Grand  Junction  rate,  and  the 
ditference  between  the  published  rate  and  the  secret>  rate  was  mate- 
riallv  less  in  the  case  of  Evansville  than  in  the  case  of  (ii-and  rFunction. 
An  examination  of  the  collection  vouchers  of  the  Chicago  and  Eastern 
Illinois  Railroad  rendered  to  the  Standard  Oil  Company  shows  that 
during  83^  months  between  January  1,  1008,  and  November  80,  19<>5 
(the  figures  of  li  months  bcintjf  lacking),  the  total  weight  of  oil  })i]led 
from  Whiting  to  Evansville  for  points  i)eyond  was  1)9,118,828  pounds. 
The  amount  of  freight  charges  on  this  oil  under  the  published  tariff, 
as  shown  by  the  statements  of  billing,  should  have  been  Jl()1^4o,5.o5. 
(This  amount  is  slightly  greater  than  would  be  computed  on  tlic  basis 
of  a  tlat  11-cent  rate,  since  a  small  part  of  the  product  consisted  of 
candles,  paratlin.  and  similar  commodities  taking  high(»r  rates.)  The 
amount  of  freight  actually  collected  from  the  Standard  Oil  Company 
on  these  shipments  was  J<7s.7t»2.8<s.  The  ditlerence  between  this 
amount  and  the  amount  that  should  have  been  charged,  which  may  l>o 
looked  u])on  as  ecjuivalent  to  a  rei>ate,  was  S8<>,<»rj.<)T,  or  an  avenige 
of  i?l»18.sl  per  month. 

In  addition  to  th(»  amount  thus  shown  th<^  Standard  Oil  Com])any 
obtained  a  >aving  of  'JJ  cents  p(»r  hundred  j)ounds  uj)on  all  oil  sliip|x*d 
from  Whiting  to  Kvansville  for  local  consumption,  which  also  under 
the  published  tarilT  should  have  l)een  charged  at  the  rate  of  11  ivnts 
per  hundred  ])oun(is.  The  amount  of  freight  saved  to  the  Standard 
Oil  Company  on  tln»se  departures  from  th(»  published  rate  on  busines> 

"  Italic^  l»y  liuri'au.  The  trnn  <li>tin;juislK'<  this  tratlic  t:oin^  Ivyon*!  from  the 
oH  \\uy))iUv«\  nt  S\  cents  t«>  Kvaiisvilh-  proper. 
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terminating  at  Evansville  can  not  be  computed  from  the  available  data, 
but  was  much  less  than  the  amount  on  shipments  to  Evansville  des- 
tined to  points  beyond. 

Section  15.  Comparisons  of  rates  from  Whiting  based  on  Evansville  com- 
bination with  rates  from  independent  refining  points. 

The  sjiving  to  the  Standard  Oil  Company  by  the  application  of  the 
rates  of  6  cents  and  8i  cents,  respectively,  instead  of  a  rate  of  11 
cents,  on  shipments  via  Evansville  to  the  South,  does  not  represent 
the  full  advantage  on  such  shipments  enjoyed  by  that  company 
over  its  competitors  at  Toledo,  Cleveland,  Pittsburg,  and  other 
northern  refining  centers.  As  alread}'  pointed  out,  the  published 
rates  from  Evansville  to  the  South  are  materiall}^  lower  than  the  rates 
from  Cincinnati  to  the  South,  the  difference  being  in  most  cases  4i^ 
cents  per  hundred  pounds.  On  the  basis  of  the  8i-cent  rate  to  Evans- 
ville the  Standard  Oil  Company  could  reach  that  point  much  more 
cheaply  than  the  independent  refiners  could  reach  Cincinnati.  The 
rates  to  Cincinnati  were,  from  Toledo  10  cents,  from  Clev'eland  10^ 
cents,  and  from  Pittsburg  14  cents.  To  most  points  in  the  South  sup- 
plied by  the  Standard  Oil  Compan}^  by  way  of  Evansville  that  company 
had  thus,  on  the  basis  of  the  8i  cent  rate,  an  advantage  of  6i  cents  over 
Toledo  refiners  (IJ  cents  north  of  the  Ohio  River  and  4^  cents  south), 
(yi  cents  over  Cleveland  refiners,  and  10^  cents  over  Pittsburg  refiners. 

In  the  case  of  shipments  to  Nashville,  Tenn.,  which  is  one  of  the 
largest  markets  in  the  South,  the  Standard  Oil  Company  enjoyed  a 
slightly  greater  advantage  over  its  competitors.  The  published  rate 
from  Evansville  to  Nashville  is  12  cent^,  while  it  is  16  cents  from  Louis- 
ville and  20i  cents  from  Cincinnati.  Even  Toledo  and  Cleveland 
refiners,  however,  could  get  into  Nashville  cheaper  by  way  of  F^vans- 
ville  than  through  other  gateways.  It  cost,  nevertheless,  only  20i 
cents  to  ship  oil  from  Whiting  to  Nashville,  as  against  27  cents  from 
Toledo,  2J>i  cents  from  Cleveland,  and  34^  cents  from  Pittsburg,  the 
latter  reaching  Nashville  by  way  of  Cincinnati.  These  differences  of 
rate  to  Nashville  were  far  out  of  line  with  the  differences  of  distance, 
Whiting  being  444  miles  from  Nashville,  Toledo  512  miles,  Cleveland 
545  miles,  and  Pittsburg  614  miles.  The  rate  pt»r  ton  per  mile  from 
Whiting  to  Nashville  was  9.1  mills,  as  compared  with  10.5  mills  from 
Toledo,  10.8  mills  from  Cleveland,  and  11.2  mills  from  Pittsburg. 

The  traffic  manager  of  the  Standard  Oil  Compan}'  explained  the 
12-cent  rate  from  Evansville  to  Nashville  as  being  due  to  water  com- 
petition by  way  of  the  Cumberland  River.  This  explanation,  however, 
is  inadequate,  because  if  there  were  water  competition  from  Evansville 
to  Nashville  there  would  also  l>e  water  competition  from  Cincinnati 
to  Nashville,  which  would  tend  to  lower  the  Cincinnati  rate  likewise. 

It  is  obvious,  moreover,  that  if  water  competition  reduced  the  nite 
on  oil  from  Evansville  to  Nashville  in  compvuVsow  \n\\\\  Wi^  \\\W^  \x<^wx 
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Louisville  and  Cincinnati  to  Nashville,  the  same  corapetitiob  would 
also  exist  on  other  traffic,  and  have  the  same  effect.  As  a  matter  of 
fact,  neither  on  classified  commodities  nor  on  other  commodities  tak- 
ing special  rates  has  Evansville  in  general  any  such  advantage  over 
Louisville  and  Cincinnati  on  shipments  to  Nashville. 

Significance  of  the  O-cent  rate. — In  considering  the  advan- 
tage enjoyed  by  the  Standard  Oil  Company  on  shipments  from  Whiting 
based  on  the  EvansA  ille  combination,  it  is  not  necessary  to  take  account 
of  the  6  cent  rate  from  Whiting  to  Evansville.  This  rate  was  used 
for  the  most  part  on  shipments  destined  to  points  which  could  be 
reached  as  cheaply  or  even  a  little  more  cheaply  by  way  of  Grand 
Junction  on  the  13-cent  rate  to  that  point.  The  following  is  a  list  of 
the  points  in  the  South  on  shipments  to  which  the  6-cent  rate  was  used 
from  Whiting  to  Evansville: 

Jackson,  Tenn.  Humboldt,  Tenn.  Moant  Olive,  Miss- 
Athens,  Ga.  Selina,  Ala.  Union  City,  Tenn. 
Springfield,  Tenn.  Elberton,  Ga.  Opelika,  Ala. 
Columbus,  Ga.  Eufaula,  Ala.  Ball  Ground,  Ga. 
Mobile,  Ala.  Augusta,  Ga.  Blue  Ridge.  <ta. 
Birmingham,  Ala.  West  Point,  Ga.  Anniston,  Ala. 
Dothan,  Ala.  Washington,  Cia.  McKenzie,  Tenn. 

It  is,  in  fact,  almost  certain  that  the  chief  reason  why  this  6-cent 
rate  was  used  at  all  was  to  enable  the  Standard  Oil  Company  to  ship 
over  the  Louisville  and  Nashville  Kailroad  from  Evansville  at  a  com- 
bination of  rates  at  least  approximately  the  same  as  could  be  made  bv 
way  of  Grand  Junction:  although  a  few  points  in  western  Tennessee, 
not  reached  by  the  Grand  Junction  combination,  were  also  affected. 
The  Standard's  officials  assert  that  they  aim  to  give  each  railroad  a 
fair  share  of  the  traffic  in  its  territory.  The  Standard,  however,  is 
not  disposed  to  give  a  railroad  nuich  traffic  on  rates  higher  than  it 
could  obtain  by  other  routes.  It  would  appear  in  this  case  that  the 
Standard  Oil  Company  arranged  with  the  Chicago  and  Eastern  Illinois 
Kailroad  to  cut  its  rate  to  Evansville  on  certain  shipments,  so  that 
they  might  be  turned  over  to  the  Louisville  and  Nashville  Railroad 
without  nuich  loss. 

CoMi»ARiS()X  OF  KATES  AND  DISTANCES.  -  While  by  mcaus  of  the 
secret  rates  from  Whiting  to  Evansville  the  Standard  Oil  Company 
could  reach  a  very  large  proportion  of  the  area  of  the  South  at  much 
less  cost  than  its  competitors,  yet  because  of  the  still  greater  advantage 
giviMi  by  the  Grand  Junction  rate,  the  Evansville  rate  was  used  for 
shipments  to  only  a  comparatively  limited  territorv.  This  territory 
included  most  of  the  western  half  of  Kentucky  and  Tennessee,  and 
scattered  points  in  other  Statics,  mostly  south  and  east  of  the  territory 
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reached  by  the  Grand  Junction  combination.  In  section  18  appears  a 
considerable  list  of  towns  supplied  with  oil  by  the  Standard  Oil  Com- 
pany on  the  basis  of  the  Evansville  combination  with  comparisons  of 
the  rates  and  distances  from  Whiting  and  from  the  principal  corn- 
pitting  refineries.  For  the  purpose  of  more  convenient  apprehension 
the  following  table  has  been  prepared,  showing  the  mtes  from  Whit- 
ing and  Toledo,  respectively,  to  the  most  important  points  in  the 
South  to  which  the  Standard  made  use  of  the  Evansville  combination. 

COMPARISON  OF  KATES  ON  OIL  FROM  WHITING  VIA  EVANSVILLE  (BASED  ON  8;  CENTS 
FROM  WHITING  TO  EVANSVILLE)  AND  FROM  TOLEDO  TO  CERTAIN  POINTS  IN  THE 
SOrTH,  1904. 

[Rates  in  cent**  jut  handrcd  pounds,] 


Tr>- 


NashvlUe.  Tenn 

(iHrksville.  Tenn... 

JjU'k.-iton.  Tonn 

Hopklnsville.  Ky... 
BdwlinK  (ireen,  Ky. 

Asheville.  N.  C 

cHarldtte.  N,  C 

MariettH.  (ia 

ValtUwta,  Ga 

Montgomery.  Ala... 
(Jrenada.  Miss 


Rate. 

Distance. 

From 
Whiting. 

v^^      '  DitTerence 
To^?o     1  in  favor  of 
Toledo.    1  ^vhiting. 

From 
Whiting. 

From 
Toledo. 

! 

1 

MUtif. 

MiJfs. 

20. 20 

27                    6. 75 

414 

512 

•20.25 

27                    6. 75 

409 

502 

n*4 

42.5                8.5 

470 

597 

:«.  75 

41.5                 8.75 

872 

4tJ7 

2M.25 

U.o  1              6.2.5 

408 

439 

.M.75 

57 

2.  25 

701 

6;{l 

46.25 

48.5 

2.25 

847 

777 

51.25 

57. 5 

6. '25 

713 

667 

61.25 

67.5 

6.25 

973 

927 

41.25 

47.5 

6.25 

747 

788 

43.25 

49.5 

6.25 

617 

7.50 

it«*  to  Evan 

sville,  same 

as  through 

rate. 

The  disparity  of  rates  and  distances  may  be  still  more  clearly  seen 
by  the  accompanying  map,  which  compares  Whiting  with  Toledo  on 
oil  .shipments  to  Nashville,  Montgomery,  Marietta,  Ga.,  and  Asheville. 

CoMPARLsoN  OF  HATKs  PKR  TON  PER  MILE.— The  relation  of  the  i-ates 
from  Whiting  and  Toledo  to  the  above  points  may  l)e  more  readily 
appreciated  from  an  examination  of  the  following  ta})le,  which  reduces 
them  to  the  basis  of  cents  per  ton  per  mile: 

COMPARISON    OF   RATE.^    PER   TON    PER   MILE    FROM    WHITING  VIA    EVANSVILLE  AND 
FROM  TOLEDO  TO  I^OINTS  IN  THE  SOl'TH.  1904. 


T<v- 


Nashville.  Tenn 

Clarksville.  Tenn  .. 

Jackson,  Tenn 

Hopkinsville.  Ky... 
Bowling  Grt»en,  Ky 
Asheville.  N.C 


Friim         From 
Whiting.    Toledo, 


0.91 
.99 
1.45 
1.76 
1.38 
1.56 


1.05 
1.08 
1.42 
1.78 
1.57 
1.81 


T«v- 


Charlotte,  N.  C  ... 

Marietta.  Ga 

ValdoHtA.  (fft 

Montgomer>'.  Ala. 
Grenada.  Miss 


From 
Whiting. 

Frx)m 
Tole<lo. 

Ccfitf. 

Crntn. 

1.09 

i.r» 

1.44 

1.72 

1.26 

1.46 

1.10 

1 .  21 

1.40 

l.:{2 
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It  will  be  seen  that  in  the  case  of  all  the  points  covered  by  the 
table,  except  Jackson,  Tenn.,  and  Grenada,  Miss.,  where  they  are 
slightly  higher  from  Whiting,  the  rates  per  ton  per  mile  from  Whiting, 
based  on  the  Evansvillc  combination,  are  materially  lower  than  the 
rates  per  ton  per  mile  from  Toledo.  To  Nashville,  the  most  important 
market  covered  by  the  table,  the  rate  per  ton  per  mile  is' 10  per  cent 
higher  from  Toledo  than  from  Whiting. 

Comparison  of  oil  rates  with  fi^^h-sixth  class  rates." — As 
has  already  been  repeatedly  stated,  rates  on  oil  may,  with  due  cau- 
tion, be  compared  with  class  rates  with  a  view^  to  determining  the 
propriety  of  th6  difference  between  oil  rates  from  various  retining 
points.  The  following  table  presents  such  a  comparison  as  between 
Whiting  and  Toledo  on  shipments  to  southern  points  covered  by 
preceding  tal)les: 

COMPARISON  OF  OIL  RATES  WITH   FIFTH-SIXTH  CLASS    RATESo   FROM   WHITING   VIA 
EVAxN'SVILLK  AND  FROM  TOLEDO  TO  SELECTED  SOUTHERN  POINTS.  1904. 

[Rates  in  feiitw  per  hundred  iKJunds,] 


Fifth  sixth  class  rates. 


Oil  rates.  AdvaiiUMre 
ofWhitinic 


From 
Whiting. 


From 
Toledo. 


Nashville.  Tenn 

Clarksville.  Tenn 

Jackson,  Tenn 

Hopkinsville,  Ky 

Bowling  <Jrccii.  Ky 

A.vhevillc.N.C 

riiarlMttt*.  N.C 

Marietta.  <ia 

Vahiosta.CJa 

MontK'oniery.  Ala . 

(irenada.  Miss 


;il 

:a 

39 

n 
-u; 

:.<) 
r.i 

71 


31 
:U 
49 

\;\ 
4<; 

4.-.. .-) 


F'rt^m 
Whitinp. 


'Ah  2n 
20. 25 
34 

32.  To 
'2X.  2:> 

4r..  2o 
51. 2:1 
(•.1.-2.') 
41.  ri 
13.  -25 


From 
Toledo. 


42. 5 

:m.  5 


47.5 
49. 5 


over  Toledo 

on  a  eom- 

parinon 

with  cIami 

nktes. 


6-75 
^>.7.^ 

4.  75 
6.  *25 


12.  75 


"  For  explanation  <»f  (he  Nasis  itf  tlic 
'»  Advantage  in  lavor  of  Tnlr<i«». 


class  rates.  m.*c  j».  25'; 


It  will  1)0  .stMMi  that  ill  cvcrv  ciisr  hut  one  covrrcd  hv  this  table  the  i>il 
latcs  juv  out  of  line  with  the  clu^  rate's.  Whiting  has  in  every  rase 
an  advantage  over  Toledo  with  respect  to  oil  rates,  hut  in  only  two  an 
advauta^r*'  in  elass  rates.  To  several  important  points  in  the  western 
])art  of  the  t(M*ritorv  under  consideration  the  elass  rates  from  Whit- 
ino-  and  from  Toledo  are  the  sinie,  while  to  points  in  (leorji^ia  and 
North  Carolina  the  class  rates  from  Whitino-  are  higher  than  from 
Toledo:  hut  in  all  cases  the  oil  rates  from  \\'hitin<:;  are  K»wor  than 
thos(»  from  Toh^h^.     The    net  a(l\anta*re  of  Whitin<2f  on  oil  rates,  a> 

"  For  rxplanatinii  nf  the  luisis  of  tln'-i*  tlass  rates,  see  j),  2o7. 
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computed  on  the  basis  of  the  differences  in  sixth-class  rates,  mnges 
from  4.75  cents  up  to  12.75  cents,  except  that  to  Jackson,  Tenn.,  the 
advantage  is  slightly  in  favor  of  Toledo. 

IV.  DISCRIMINATIONS    IN    PUBLISHED    BATES    TO    POINTS    ON 
THE  LOWER  MISSISSIPPI  RIVER  AND  THE  GULF. 

Section  16.   Comparison  of  rates  and  distances  from  Whiting  and  com- 
peting refineries.  ' 

On  classified  goods  and  on  many  special  commodities  the  railroads 
make  relatively  low  rates  from  the  north  to  what  are  known  as 
''Mississippi  Valley'  points''  on  the  theory  that  they  are  necessary  in 
order  to  meet  water  competition  by  way  of  the  Mississippi  River. 
While  to  most  points  in  the  South  mtes  are  made  up  by  a  combina- 
tion of  the  local  mte  to  the  Ohio  River  plus  the  local  rate  south  from 
the  river,  through  rates  are  ordinarily  published  to  Mississippi  Valley 
points,  which  for  that  reason  are  frequently  referred  to  as  prorating 
points.  The  Mississippi  Valley  points  extend  from  Memphis  on  the 
north  to  Pensacola,  Fla.,  on  the  south,  on  both  sides  of  the  river  and 
along  the  (julf.  They  include  not  merely  points  actually  on  the  river, 
but  a  number  of  points  in  Mississippi  and  Louisiana  some  little  dis- 
tance from  the  river.  The  map  already  presented  on  page  245  shows 
the  strip  of  territory  to  which  these  rates  apply,  and  leading  points  are 
shown  on  the  map  facing  page  290. 

On  oil  Whiting  has  been  given  the  advantage  of  published  through 
mtes  to  Mississippi  Vallev  points,  while  the  competing  refining  points, 
such  as  Toledo,  Cleveland,  and  Pittsburg,  have  secured  no  through 
rates,  but  still  {mv  rates  based  on  combinations  at  the  Ohio  River.  To 
be  sure,  the  mtes  from  Ohio  River  crossings  to  Mississippi  Valley 
points  are  themselves  relatively  lower  than  the  rates  to  other  points 
in  the  South.  They  are,  nevertheless,  relatively  much  higher  than 
the  rat(»  from  Chicago.  This,  added  to  the  fact  that  the  lines  north 
charge  relatively  high  local  mtes  to  the  river,  makes  it  far  more 
expensive  to  tmnsportoil  from  the  competing  refineries  than  from  the 
Standard's  refinery  at  Whiting. 

In  the  detiiiled  tables  in  section  18  the  mtes  on  oil  from  Whiting, 
Toledo,  (Cleveland,  and  Pittsburg  to  the  leading  Mississippi  Valley 
points  are  shown  in  ccmiparison  with  distances,  and  also  in  comparison 
with  sixth-class  rates.  In  the  present  section  the  t2u*i^  may  be  set  forth 
more  briefly  for  convenient  comprehension. 

The  following  table  shows  the  rates  on  oil  from  Whiting  and  Toledo, 
respectively,  to  the  leading  Mississippi  Valley  points,  with  the  dis- 
tances.    The  table  also  includes  Jackson,   Miss.,  to  which,  though 
not  a  river  point,  a  relatively  low  through  rate  on  oil  is  made  from 
28489—06 19 
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Whiting.     Jackson  is  a  type  of  a  number  of  points  in  Mississippi  to 
which  such  through  rates  are  applied  from  Whiting. 

COMPARISON    OF    OIL    RATES     FROM    WHITING    AND    FROM    TOLEDO   TO    LEADING 
"MlSSiaSIPPI  VALLEY"  POINTS;  ALSO  TO  JACKSON,  MISS. 

[Rates  Id  cents  per  hundred  pounds.] 


Rate. 


To- 


MemphlH,  Tenn  . . 

Helena,  Ark 

Vicksburg,  Miss.. 
Natchez,  Miss  — 
New  Orleans,  La . 
Baton  Rouge,  La . 

Mobile,  Ala 

Pensacola,  Fla  . . . 
Jackson,  Mltis 


From 
Whiting. 


al8 
21 
23 
23 
23 
23 
23 
23 
44 


From 
Toledo. 


Difference 

in  favor 

of  Whiting. 


26.5 

32 

32.5 

32.5 

32.6 

32.5 

32.5 

32.5 

53.5 


Distance. 

From  From 

Whiting.  I    Toledo. 


8.5 
11 
9.5 
9.5 
9.5 
9.5 
9.5 
9.5 
9.6 


MUe$.      ; 

MUe^ 

528 

660 

691  1 

m 

748  ' 

880 

S24 

957 

912  j 

l,Oil 

893  i 

1,026 

90/    I 

909 
729 


998 
960 
862 


a  Formerly  15  cents  via  Grand  Junction,  Tenn. 

It  will  be  seen  that  the  i*ate  from  Whiting  to  Memphis  is  18  cents 
as  against  26i  cents  from  Toledo,  a  difference  of  8i  cents.  This  differ- 
ence is  wholly  out  of  proportion  to  the  difference  between  the  distances^ 
which  are,  respectivel}-,  528  miles  and  600  miles.  The  disparity  with 
respect  to  Helena,  Ark.,  is  even  greater.  To  all  the  other  Mississippi 
Valley  points  the  mte  from  Whiting  is  23  cents  and  that  from  Toledo 
H2i  cents,  a  difference  of  9^  cents,  which  is  still  more  out  of  propor- 
tion to  distiiuce.  A  similar  disproportion  (»xists  in  the  rates  to  Jack- 
son, Miss. 

The  disproportion  between  the  rates  and  the  distances  is  shown  more 
clearly  by  the  following  table,  which  shows  the  charge  per  ton  |>er 
mile  from  Whiting  and  Toledo,  respectively  : 

RATES  TER  TON  PER  MILE  ON  OIL  FROM  WHITING  AND    FROM  TOLEDO  TO  MISSISSIPPI 

VALLEY   I'OINTS. 
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The  rates  per  ton  per  mile  from  Toledo  to  Mississippi  Valley  points 
proper  are  from  one-seventh  to  one-third  higher  than  the  rates  from 
Whiting.  I'lie  disparity  with  res[)ect  to  leading  points  is  shown  on 
the  accomj)anying  map. 
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The  rates  from  Cleveland  to  Mississippi  Valley  points  are  one-half 
cent  per  hundred  pounds  higher  than  the  rates  from  Toledo,  Cleveland 
being  43  miles  farther  away.  The  difference  in  favor  of  Whiting  as 
against  Cleveland  is  thus  9  cents  on  shipments  to  Memphis,  11^  cents 
to  Helena,  and  10  cents  to  all  other  Mississippi  V^ alley  points.  The 
comparison  between  Cleveland  and  Whiting  of  rates  per  ton  per  mile 
works  out  approximately  the  same  as  in  the  case  of  Toledo. 

Pittsburg  is  in  a  much  worse  position  than  Cleveland  with  respect 
to  shipments  to  these  points.  The  rate  is  uniformly  4  cent«  higher 
than  the  rate  from  Toledo,  making  the  difference  l>etween  the  Pitts- 
burg and  Whiting  rates  12i  cents  on  shipments  to  Memphis,  15  cents 
to  Helena,  and  13i  cents  to  all  other  Mississippi  Valley  points.  Pitts- 
burg is,  to  be  sure,  somewhat  farther  from  these  points  than  Cleve- 
land, so  that  the  rates  per  ton  per  mile  work  out  about  the  same.  On 
this  basis  the  discrimination  seems  very  nearly  the  same  against 
Pittsburg  as  against  Toledo  and  Cleveland.  Under  the  general  prin- 
ciples of  commodity  rate-making,  however,  one  would  expect,  in  view 
of  the  long  hauls,  that  Pittsburg  would  take  approximately  the  same 
rates  to  Mississippi  Valley  points  as  Cleveland,  notwithstanding  the 
greater  distance,  in  order  that  the  competitors  might  be  placed  on  an 
equal  basis;  and  this  is  what  is  found  in  class  rates  and  in  many  special 
commodity'  rates.  The  rates  from  Oil  City  and  most  other  western 
Pennsylvania  refining  points  are  the  same  as  from  Pittsburg. 

On  classified  articles  the  difference  in  rates  to  Mississippi  Vallc}" 
points  is  onl}'  very  slightly  in  favor  of  Whiting.  Thus,  on  the 
sixth  class,  which,  in  general,  corresponds  most  closely  to  oil,  the  rate 
from  W'hiting  to  Memphis  is  31  cents,  and  from  Toledo,  Cleveland, 
and  Pittsburg  33  cents — an  excess  of  onh'  al)out  6  per  cent  as  against 
an  excess  of  47  to  70  per  cent  in  oil  rates.  The  corresponding  class 
rate  from  Whiting  to  all  other  Mississippi  Valley  points  is  41  cent.s, 
as  against  43  cents  from  Toledo,  Cleveland,  and  Pittsburg  alike.  Here 
the  excess  of  the  other  points  over  Whiting  in  the  class  rates  is  less 
than  5  per  cent,  as  against  an  excess  of  from  59  to  71  per  cent  on  oil. 

Section  17.  Injustice  of  existing  rate  adjustment. 

It  is  obvious,  from  the  fact  that  the  class  rates  from  these  shipping 
points  are  so  nearly  alike,  that  water  competition  does  not  justifv  the 
low  rate  on  oil  from  Whiting.  There  is  no  more  water  competition 
from  Whiting  than  from  the  more  easterly  refining  points.  In  the 
former  case,  if  there  were  water  competition  it  would  he  from  8t.  Louis 
south,  on  the  Mississippi  River.  In  the  latter  case  it  would  be  from 
Cincinnati  or  Louisville  by  way  of  the  Ohio  and  the  Mississippi.  In 
fact  th6  class  rates  have  themselves  been  fixed  in  view  of  potential 
water  competition,  and,  as  already  stated,  are  therefore  relatively 
lower  than  the  rates  to  interior  points  in  the  South. 
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A  prominent  official  of  a  southern  railway  system  offers  an  explana- 
tion of  the  difference  between  Whiting  and  other  refining  points 
in  rates  to  Mississippi  Valley  points.  He  says  that  there  is  an  under- 
standing between  the  railways  south  of  the  Ohio  River  and  the  rail- 
wa3\s  north  of  the  river  that  the  southern  lines  w  ill  join  in  through 
rates  to  these  points  from  any  northern  point,  like  Cleveland  or  Pitts- 
burg, if  the  northern  lines  so  desire  and  are  willing  to  participate  by 
reducing  their  rates — that  is,  by  accepting  proportions  of  thi"ough 
rates,  which  proportions  would  be  le-s  than  the  locals  they  charge  to 
the  Ohio  River.  He  says  the  armngement  is  that  the  through 
rates  from  Toledo,  Cleveland,  and  Pittsburg,  and  similar  points,  shalU 
if  established,  bear  a  certain  percentage  relation  to  the  rates  from 
Chicago.  The  northern  lines,  however,  he  asserts,  have  not  yet  sig- 
nified their  willingness  to  prorate  on  shipments  of  oil  from  p)oints  east 
of  Chicago.  The  Bureau  has  not  undertaken  to  determine  whether 
this  action  is  wholly  due  to  the  northern  lines,  or  in  part  or  wholh'  to 
that  of  the  southern  lines. 

The  tniffic  manager  of  the  Standard  Oil  Company,  in  seeking- 
to  explain  the  failure  of  the  railroads  to  make  through  rates  on 
oil  from  the  refineries  east  of  Whiting  to  the  Mississippi  Valley 
points,  said  he  understood  that  this  was  due  to  the  fact  that  the 
northern  lines  were  jealous  of  their  oil  revenue;  that  theV  considered 
that  they  had,  to  some  extent,  a  natural  monopoly  of  the  oil  business, 
and  that  they  could  therefore  insist  on  obtaining  their  full  rates, 
instead  of  accepting  a  lower  reveiuie  by  promting  on  shipments  to  the 
South. 

This  explanation  is  entirely  contrary  to  the  facts.  If  it  were  true 
of  the  railroads  coiniocting  points  like  Cleveland.  Toledo,  and  Pitts- 
burg with  the  Ohio  River,  it  wouki  be  e(|iuilly  true  of  the  railroads 
coiuiecting  Whiting  with  the  Ohio  River.  As  a  matter  of  fact,  hy 
reason  of  the  failure  of  the  railways  leading  from  Cleveland,  Toledo, 
and  Pittslnirg  to  participate  in  reduced  through  rates  to  Missi.ssippi 
Valley  points,  they  have  almost  destroyed  their  oil  traffic  destined  to 
such  points  and  have  turned  it  over  to  the  railroads  leading  south 
from  Chicago,  which  are  in  entirely  ditiVrent  systems. 

Their  policy  has  virtually  i)revt'nte(l  the  independent  refiners  from 
shipping  to  these  points,  and  while  the*  Standard  Oil  Company  itself 
does  ship  some  oil  to  them  from  such  plaeivs  as  Rochester,  Fninklin, 
and  Clevt'land,  these  shipments  are  very  light  comj)ared  with  the 
shipments  from  Whiting,  or  compared  with  the  shipments  which  the 
Standard  itself  would  probably  make  if  the  rates  were  on  a  ]>ar 
with  the  rates  from  Whiting.  Instead  of  conserving  their  revenue 
by  the  |)olicv  adopted,  tlie  northiM'n  railways  (h'plete  their  revenue. 
It  is  a  recognized  principle  of  railroad  inanagiMuent  that  the  way  to 
increase  re\cnue,  when  there  are  competing  lines  which  can  handle 
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the  traffic,  is  to  reduce  rates,  if  necessary  almost  to  the  bare  cost  of 
operation,  and  not  to  keep  them  up.  It  is  difficult  to  escape  the  con- 
clusion that  in  keeping  up  their  rates  from  the  more  easterly  refining 
points  to  Mississippi  Valk^y  i)oints  the  railroads  are  acting  in  the 
interest  and  at  the  instance  of  the  Standard  Oil  Company. 

This  disparity  in  rates  to  lower  rivier  and  Gulf  points  is  now  a  some- 
what less  important  advantage  to  the  Standard  than  formerh%  because 
it  now  ships  considerable  oil  to  this  territory  from  Texas,  but  the 
shipments  from  Whiting  are  still  large. 

V.  SUMMABY  COMPABISON  OF  FOBMEB  BATES  FBOM  WHITING 
WITH  BATES  FBOM  COMPETITIVE  BEFINEBIES. 

Section  18.  General  rate  tables,  1904. 

The  sections  preceding  show  that  the  Standard  Oil  Company  has 
for  years  had  a  great  advantage  over  competitors  in  each  of  the  three 
main  mte  combinations  which  it  has  used  on  shipments  from  Whiting 
into  the  South.  The  advantage  has  been  most  conspicuous  in  the 
territory  reached  by  the  secret  combination  of  rates  via  Grand  Junc- 
tion, and  perhaps  next  greatest  in  the  territory  reached  by  the  secret 
combination  via  Evansville,  although  to  the  Mississippi  Valley  points 
the  open  rates  discriminate  almost  as  sharpl}-  in  favor  of  Whiting. 
The  rates  from  Whiting  to  most  points  in  the  South,  except  along 
the  Atlantic  seaboard,  have  ranged  from  6  cents  to  18  cents  per  hun- 
dred pounds  below  the  rates  from  Toledo  and  Cleveland,  while  Pitts- 
burg and  the  other  independent  refining  points  in  western  Pennsyl- 
vania have  paid  rates  usually  4  cents  per  hundred  pounds  above  those 
from  Toledo.  The  independent  retinery  at  Findlay  pays  the  same 
rates  to  the  South  as  Toledo  pays. 

It  is  impossible  to  compute  with  accuracy  the  average  difference 
between  the  rates  from  W^hiting  and  from  competing  refineries  into 
the  entire  southern  territory,  but  it  is  safe  to  say  that  the  average 
difference  in  favor  of  Whiting  to  all  territory  discussed  in  the  present 
chapter  has  been  more  than  10  cents  per  hundred  pounds  as  against 
Toledo  and  Cleveland,  and  more  than  14  cents  as  against  Pittsburg. 
It  is  probable,  indeed,  that  the  differences  averaged  as  high  as  12  ceuta 
and  1()  cents,  respectively. 

That  the  conclusions  as  to  the  relative  rates  from  Standard  and 
independent  refining  iK>ints  which  may  be  drawn  from  the  limited 
numlK»r  of  points  covered  by  the  tables  in  the  preceding  sections  are 
typical  of  the  South  generally  may  l)e  determined  by  a  considera- 
tion of  the  more  elaborate  tables  at  the  end  of  this  section.  The  first 
of  these  compares  the  rates  on  petroleum  and  its  products  (as  of  date 
19<>4)  from  Pittsburg,  Cleveland,  Toledo,  and  Whiting  to  all  iuivhw- 
tant  southern  points,  including  some  in  the  MVauWvr  v!O^^V\i^\V^  Vv\\Okv 
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are  chiefl}'  supplied  from  seaboard  refineries  of  the  Standard  Oil 
Company  rather  than  from  Whiting.  The  table  shows  in  each  case 
the  distance  by  the  shortest  line,  and  also,  in  the  case  of  shipments 
from  Whiting  by  way  of  Grand  Junction,  the  actual  distance  by  that 
route.  It  shows  the  rates  from  each  refining  point  and  the  differences 
between  the  rates  from  the  independent  refining  points  and  those  from 
Whiting,  which  are  in  every  case  in  favor  of  Whiting.  The  table 
shows  also  the  rates  per  ton  per  mile.  These  are,  with  a  few  minor 
exceptions,  lower  from  Whiting  than  from  either  of  the  competing 
points,  and  usually  much  lower.  The  table  indicates  by  the  letters  A, 
B,  and  C  prefixed  to  the  Whiting  rates  the  points  in  the  South  which 
are  reached  from  Whiting  by  each  of  the  three  main  rate  combinations 
above  described. 

Another  table  herewith  presented  compares  the  oil  rates  from 
Whiting,  Pittsburg,  Cleveland,  Toledo,  and  Marietta  with  class 
rates  from  the  same  points.  It  includes  a  somewhat  larger  num- 
ber of  destinations  in  the  South  than  the  table  showing  distances. 
The  basis  and  justification  of  such  a  comparison  between  class  rates 
and  oil  rates  have  already  been  discussed  more  fully  in  Chapter  I.  It 
was  there  pointed  out  that  while  it  can  not  be  contended  that  oil  rates 
from  difi'erent  refineries  should  in  every  case  bear  the  same  relation 
to  one  another  as  class  rates  from  the  same  points,  yet  if  it  be  found 
uniformly,  on  comparing  oil  rates  and  class  rates  from  Standard  refin- 
ing i)oints  and  from  independent  refining  points,  that  the  Standard 
points  have  relatively  lower  rates  on  oil  than  on  other  articles,  this 
can  bo  attributed  only  to  discriniination. 

It  has  already  been  stated  that  the  class  rates  used  for  coni|>arison 
are,  in  most  cases,  a  combination  of  the  fifth -class  (Official  Classifica- 
tion) rates  north  of  the  Ohio  Kiver  and  the  sixth-class  (Southern  Clas- 
sitication)  rates  south  of  the  river:  though  from  Pittsburg,  and  in  some 
cases  from  th(»  othiM*  points,  through  sixth-class  (Southern  Classifica- 
tion) nit(vs  are  njado.  Vov  convenience  the  class  rates  are  doignatoil 
as  lift h -sixth  class. 

This  tahl(»  shows  clearly  the  nx'thod  by  which  the  comparison  is 
made.  The  diii'erence  between  the  oil  rate  jind  the  class  nite  from 
each  })oint  to  each  di^stination  is  given.  The  ditVen^nces  between  these 
rates  from  Whiting  are  then  combined  (by  addition  or  subtnictioiu  as 
the  case  may  reijuire.  or,  to  speak  more  precisely,  by  the  algebraic 
addition  of  plus  and  minus  (juantities)  with  the  differences  h<»tween 
the  oil  rates  and  the  class  i-ates  from  (Mich  of  the  competing  refining 
points,  and  the  rouUs  for  each  such  point  are  put  in  a  column  in 
black-face  type.  This  column  rej)resents  the  n^lative  advantage  of 
Whiting  over  the*  competing  point  as  nu^isured  on  the  ))asis  of  a  com- 
j)aris()n  with  class  rat(\N.  For(\xample,  by  refi*rring  to  the  table  it  will 
ho  scon  timt  the  rate  on  o\l  from  \V\\\V\\\vi  Un  CUuttanooga  is  19.1  cents 
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lower  than  the  rate  on  fifth-sixth  class  commodities.  From  Toledo,  on 
the  other  hand,  the  rate  on  oil  is  one-half  cent  higher  than  the  rate  on 
fifth-sixth  class  commodities.  Adding  the  19.1  cents  to  the  one-half 
cent,  the  total  advantage  of  Whiting  over  Toledo  in  oil  rates,  as  com- 
pared with  class  rates,  is  found  to  be  19.6  cents.  Had  the  oil  rate  from 
Toledo  been  one-half  cent  lower  than  the  class  rate,  the  one-half  cent 
would  have  been  subtracted,  showing  an  advantage  of  18.6  cents  to 
Whiting. 

A  study  of  this  table  will  show,  as  might  be  expected  from  the  simi- 
lar more  condensed  tables  presented  in  the  preceding  sections,  that  the 
rates  on  oil  from  Cleveland,  Toledo,  and  Marietta  have  been  in  every 
case  but  one  much  higher,  in  comparison  with  class  rates,  than  those 
from  Whiting;  and  the  same  is  true  of  the  mtes  from  Pittsburg,  with 
the  exception  of  three  Atlantic  coast  destinations.  These  latter  the 
Standard  does  not  ordinarily  supply  from  Whiting,  but  from  its  coast 
refineries,  the  cost  to  it  of  water  transportation  being  much  less  than 
the  rail  charge  from  Pittsburg. 

The  relative  advantage  in  favor  of  Whiting  as  against  Toledo,  as 
shown  in  the  heavy  type,  ranges  up  to  21.2  cents.  The  relative 
advantage  in  favor  of  Whiting  over  Cleveland  ranges  from  zero  up  to 
22.2  cents.  The  advantage  in  favor  of  Whiting  over  Pittsburg  ranges 
up  to  no  less  than  28  cents.  The  differences  against  Mariette  range 
up  to  19.7  cents.  In  a  few  cases  the  competing  points  have  an  appar- 
ent, though  not  a  real,  advantage  over  Whiting  as  to  points  to  which 
shipments  are  not  ordinarily  made  from  Whiting,  but  in  a  great 
majority  of  eases  they  are  at  a  relative  disadvantage  of  10  centfi  or 
more. 
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COMPARISON  OF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS.  CARLOADS.  FROM  PITTS- 
BURG. PA.;  CLEVELAND  AND  TOLEDO,  OHIO.  AND  WHITING,  IND.,  TO  SOUTHERN 
POINTS.  SHOWING  THE  DISTANCE  AND  THE  REVENUE  PER  TON  PER  MILE.  I9(M. 

[Note.— The  distances  Are  by  shortest  route;  also  from  Whiting  by  actual  route  in  case  of  shipment» 
,  via  Grand  Junction.  Rates  from  Whiting  via  G«ind  Junction  marked  "A:"  combination  of  rates 
[  at  Evansville,  "B:"  through  rates,  "C."  Pittsburg  rates  apply  also  from  most  other  western 
^    Pennsylvania  refining  points,  and  Toledo  rates  apply  also  from  Flndlay.] 
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Whltinu.  Ind '/21 

Actual  nmli' l/.i'O 


10.3 


L31 
L3(> 
1 . : ;  I 
LOl 


814        3  J.  5 
".My        51 
•>2l        .».5 

'.»'.» 1  Bn.2") 


().  .K,^  77.S 

1 .  0>  ^■J8 

1 .  (n»  795 

i.2.sy 


r>;i.5  11.3 

.50  7. 8 

19. 5  7. 3 

AI2.2    


1.3S 
1.21 
1 . 2.5 

.9S 
.f»5 


ntKKNVIl  I.K. 


IMtthburK,  I'll TSy 

Cl('Vi'lan<l,Oliio 7«;5 

Tol(Mi,..olii(. 7S2 

Wlntinu'.  Ind Nt2 

Actual  nmtv L  161 


a).  5 
60.  5 


S.  I 

H.  4 


1 .  :y.i  l\*u 

1 .  5>  77J 

1 .  «,4  7:i9 

.W  \.2X\ 


V 


1 .  5J 
1 .  57 
1.62 

l.:i» 


719 

Sly 
.  isi 


♦iO.  5 
A.M.  4 


5.1 
6.1 
5.6 


1.4s 
l..V> 
l.iiO 
1.33 
2.9 
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FPfJin— 


SOUTH  CAROLINA— Continued. 


n4 


rittsburgjp*...... a2»  '  eo.*-* 

Clereliind,  Ohio \    iW^  \    m,b 

ToJedii,0)iJo I    772      m 

Whitinf^ptnd... §42  \kbl.4 

Aceiial  rouiH hl24  ' 


*'iJ  I  i     I 

I 

Q 


UBOROIA. 


riiiNUurK.  I'll '9t'£  I     •»/ 

Cleveland.  Ohio i    903  I    66 

Toledo,  Ohio ,    870      64.5 

Whiting.Ind 909iA49.8 

Actual  route 1,198  < 


7.2 
15.2 
14.7 


1.17 
1.44 
1.48 
1.10  I 
.83   1,179 


\MO 

ou 

IV.  ^ 

867 

1  65 

15.2 

834 

tM.5 

14.7 

873 

A  49. 8 

179 

'  1.50  '    793 

I  1.56       760 

1.14       806 

.84    1,108 


t 

I     61.5     15      j 
48         11.5 
47.5     11 

A86.5  I I 


PittMburg.  Pa 789'    51.5  18.3     1.31 

Cleveland, Ohio '  720  i    48  14.8     1.33 

Toledo,  Ohio ,  687       47.5  14.3     1.38 

Whitlng.Ind 73:^  A 3:^.2   91 


860 

868 
835 
901 


I 


Actual  route 1,003    66   1,391 


BRlNHWirK. 


89  2.5 

48  11.  ,5  , 

47.5  11       ' 

A36.5    


BARNESVILLK. 


.91 
1.11 
1.14 
.81 
.52 


851  ' 
782  I 
749 
795   A  62. 3 
1,066    


67.5 
63.5 


I 


15.2 
11.7 
11.2 


1.21 

1.25 

.91 

.66 


1.59 
1.64 
1.70 


COLIMBUS. 


Pittiburjc.  Pa 1,007       52.5       8. '25     1.04       906 

Cleveland,  Ohio 995      51  6.75     1.03       837  , 

Toledo,  Ohio 962       50.5       6.25     l.ft5       804 

Whiting.lnd 1,008   B 44. 25 88       809 

Actual  route 1,120 


IMttMbuFK,  Pa 

Cleveland.  Ohio. 

Toledo.  Ohio.... 

WhitluK.  Ind.... 

Actual  route 


Pitt«burK.  Pa.... 
Cleveland.  Ohio. 
Toledo.  Ohio ... . 
WhitiuK.  Ind.... 
Actual  n>ute 


(iAINKHVILLE. 


H43  , 

774 

741 

787 
.(^7  \ 


S2I 

,091 


♦>0       ' 
60.5 
60 
51.2 


8.S 
9.3 
8.8 


51.5 
48 

47.5 
i'».  2 


16.3 
12.8 
12. 3 


HAVANNAH. 


Pitti»burK.  Ph 920       M).  5 

Cleveland.  Ohio 9«0       51 

Toh-do,  Ohio |  SH7       50.5 

Whiting,  hid j  993  BI4.'25. 


6.  75 
6. 2.5 


1.42 
1.56 
1.62 
1.30 
.97 


1.17  I 

1.19 

1.23 

.86 
.65 


700 
667 
713 
967 


51.5 
48 

47.5 
A:{6.4 


15.1 

11.6  ; 

11.1 


835 
766 
733 
779 
.049 


66.5 
63 
62.5 
18.6 


17.9  I 
14.4 
13.9  i 


61.5  10.25 
5H         6.75  , 

57.6  6.25 
A  51. 25 


0.79  l.(r29 
1.04  :  9t'>0 
1.07       927 


51 

(^8 


(a) 
6.  75 


.H9       973    B61. 


1.14 
1.15 
1.18 
.90 
.65 


1.59 
l.tVl 
1.71 
1.25 
.93 


1.60 
1.(16 
1.72 
1.41 
1.06 


0.99 
1.42 
1.46 


689 
6-20 
587 
633 

889 


51.5 

18.3 

48 

14.8 

47.5 

14.3 

A. S3. 2 

860 
791 
7.58 
804 
1,074 


65.5 

62 

61.5 

47.8 


17.7 
14.2  , 
13.7 


1.49 
1.56 
1.62 
1.05 
.75 


1.52 
1.57 
1.62 
1.19 
.89 


ROME. 

729 

51.5  ,  18.3 

1.41 

660 

48    14.8 

1.45 

627 

47. 5   14. 3 

1..52 

673 

A  33. 2  

.99 

929 

WA«IIIN(iT0N. 

.71 

920  '     .51.5      13.8 
8.51  I     48  10.3 

818        47. 5       'J.  H 


1.26  !     S*V4    A  37. 


Actual  route ,l.l:i4 


1.12 
1.13 
1.16 

.87 


fi  Whiting  rate  10.25  cent.f  in  excesM. 
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From— 


ALABAMA. 


ad 

il 


S  it* 

ft     I  A'^ 


Miles,     as.      Cts. 

Pittsburg,  Pa i    768'    51.5     18.2 

Cleveland.  Ohio I    689      48      I  14. 7  i 

Toledo.  Ohio 656       47. 5     14. 2 

WhitinK,  Ind I    677   A33.3    1 

Actual  route 890 


at-. 
1.36 
1.39 
1.45 


BESSEMER. 


BIRMINGHAM. 


Hi. 


«2i    I 

Br 


II 


St 

i 


DKCATl'R. 


MUes.\    as.   I  as. 
805      51.5     22      , 
736  I    48         18.5 
703  I    47.5  1  18      I 

667   A29.5  i | 

831 


I- 


Cts. 
L28 
L30 
1.35 
.88 
.71 


Miles.]    Cts. 
7m      5L5 
725      48      , 
692      47.5  ' 
651   A29.5  t 
820    , 


CU. 
22 

18.5 
18 


CU. 
1.30 
1.S2 
1.37 
.91 
.72 


EUFAl'LA. 


I 


I 


Pitt*iburg.  Pa  ... 

Cleveland.  Ohio t^ 

Toledo,  Ohio ^ 

565 
727 


WTiiting,  Ind. 
Actual  route  . 


1    48.5     21.9     1.32 

1    45        18.4     1.35 

44.5     17.9     1.41 

A26.6    .94 

|-^-_^--l _.73 

GADSDEN. 


969 
900 
867 
826 
1,235 

61.5 
48 

47.5 
A  37. 3 

14.2 
10.7 
10.2 

1.06 
1.07 
1.10 

.90 

.60  1 

740 
671 
638 
570 
692 

48.6 
45 
44.5 
A26.6 

1 
21.9 
18.4 
17.9 

1.31 

1.34 

1.39 

.9S 

.77 

Pittsburg.  Pa 743 

Cleveland,  Ohio 674 

Toledo,  Ohio ,  641 

Whiting,  Ind j  648 

Actual  route ,  941 


HUNTS  VI LLE. 


51.5     18.2     1.3' 

48         14.7     1.42 

47.5     14.2     1.48 

A33.3    1.03  I 

1 71  I 


745  :    48.5 
676  I    45 
643       44.5 
575    A  26. 6 
752  I 


21.9 
18.4 
17.9  I 


1.30 

1.33  ' 

1.38 

.93 

.71  , 


915 
846 
818 
761 


67.5     16 
64         12.5 
63.5  ;  12 
A5L6  i I 


I 


1.4S 
1.61 
1.56 
1.35 
1.09 


MOBILE 


MONTGOMERY. 


Pittsburg.  I'a i,070 

Cleveland.  Ohio 1001 

Toledo.  Ohio %« 

\Vhiting,  Ind ,    ^-^^T 


36.5 
33 

82.  h 
("23 


13. 5 
10 

9.5 


0.68 

.67 


890 
821 


717 


51.5 

4S 

47.5 


10. 25 
6. 75 

fi.25 


1.16  I 

1.17  I 

1.21  I 
1.10 


Arliml  route |._ 1.112 


883      51.5 

814       48 

781       47. 5 

780  A  36. 4 


15.1 
11.6 
11.1 


1.17 

1.18 

1.22 

.93 

.65 


PK.\rr  riTY. 


TISCALOOSA. 


I'itt«.burK.  I'u I  799  f>l..'> 

Ch'vehmd.Ohio 7;^)  4m 

Tok-do.  Ohio «iy7  47..'> 

Whit ing.  1 11(1 t\^ri\  A  29.  •"> 

.Acliial  route H'J.')    


1^.  .'i 
18 


1.2** 

1 .  ;vj 
i.:i(; 

.IKl 


H97 
82H 
79") 

7r>j 

923 


51., 
AS 
47. 
A  87 


14.  i 
11 
10.  i 


1.15 
1.16 
1.19  1 

.98 
.H()  i 


8fit) 
781 
748 
707 
1.048 


51.5 

I     48 

47.5 
A  40. 6 


10.9 
7.4 
6.9 


1.21 
1.-2S 
1.27 
1.15 


[»1'I  AND  LOI'ISIANA. 


(JRKENVILI.R. 


Pittsburg,  Pa 

Cleveland,  oliio 

Toledo.  Ohio 

Whiting.  Ind 

.\<'tual  route 


79»". 
721 


.')(>.  5 
47 
4<i.  5 

A2S 


22.5      1.27 
I'.l  l.W 

lh.5      1.12 

l.(Ml 

S'.4 


.l.\<KSON   I  MISS. 


95m 
Ml 


:>«'..  5 
82.  5 


18.: 

10 


.Si) 


880 
811 
750 
617 


I 

53.5   10.25  1.22 

50      ;  6.75  1,2:? 

49.5     6.25  !.:«> 

B43.-2.'> 1.40 


I 


MKKIDIAN. 


Pittsburg.  Pa  .. . 
Clevfland,  Ohio 
Tcle.l...  Ohio.... 
Whiting.  ln<l  ... 
.\(tual  routt' 


*.>28 
stV2 


18.: 
1(1 


.".»    i\\ 


i.n; 

1.  17 
1.21 
1.21 


M7  ..7.5 

K7S  54 

S45  :<\.  5 

7-22  A8M.2 

«»78    


P.».3 

15.  h 
15.8 


1 .  21 
1.28 
1.27 


1.090  36.5  13.5 

1.0-21  38  10 

957  32. 5  9.  5 

.S24  (^23  


0.67 
.6.S 
,68 

.56 


KAToN    UmciK. 


NEW  OR  LEA  .VS. 


Pitt>buri;.  Pa I.ir27       8r.. 'i 

(•l.'V.'lKiid.  Ohio 919  ,    :i8 

Tole<b).  Ohio SM)  I     82.  fi 

WhiiinfT,  Itu] 74x  j  (•28 


1(» 


1 .  (>*X» 

1 .  02ti 

^98 


8i'.. . 
8{ 

82. ; 

(•28 


18.5 
10 


0.(;8 
.C.l 
.68 


1.148  3*>.5    13.6 

1.074  33      1 10 

1,011  32.5     9.5 

912     1*23      i , 


0.64 
.61 
.62 
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Section  19.  Effect  of  these  discriminations — monopoly. 

The  differences  in  oil  rates  between  Whiting  and  other  ref 
points  on  shipments  into  most  parts  of  the  South  have  enabled  ths 
Standard  Oil  Company  almost  completely  to  destroy  competition  from 
other  northern  reiiners.  As  already  stated,  the  average  diff^renoe.ui 
rates  between  Whiting  and  Toledo  has  certainly  been  more  than  10 
cents  per  hundred  pounds.  This  is  equal  to  about  five-eighths  of  a  cent 
per  gallon.  Independent  refiners  can  live  with  a  profit  of  one-fourth 
cent  per  gallon  on  refined  oil,  and  consider  one-half  cent  per  gallon 
liberal  return  on  their  investment  in  refining  plants.  The  Standard 
Oil  Company  could  make  a  large  profit  in  the  South  at  prices  which 
would  leave  absolutely  no  profit  to  independents. 

It  is  not  remarkable,  therefore,  that  the  Standard  Oil  Company  has 
almost  a  complete  monopoly  of  the  sale  of  refined  oil  and  naphtha  in 
the  Southern  Sttites.  The  investigation  of  the  Bureau  showed  almost 
no  points  esist  of  the  Mississippi  River  and  south  of  the  Ohio  and  the 
Potomac  in  which  the  independent  refiners  were  selling  oil,  except 
parts  of  Kentucky  and  a  strip  along  the  Atlantic  seaboard. 

Having  thus  obtained  a  virtual  monopoly,  partly  through  the  dis- 
criminating railroad  rat4\s  and  partly  through  other  methods  of  com- 
petition, the  Standard  Oil  Company  is  able  to  make  profits  in  the 
southern  territory  which  enormously  exceed  the  mere  difference  in 
freight  rates  which  it  enjoys.  The  prices  of  oil  and  naphtha  in  almost 
all  parts  of  the  South  are  exceedingly  high,  even  after  making  allow- 
ance for  freight  charges.  In  large  areas  they  are  from  2  to  4 
cents  per  gallon  higher  than  in  certain  northern  points  where  com- 
petition is  active,  after  taking  into  account  the  difference  in  freight 
rates. 

The  following  extract  from  a  letter  from  C.  T.  Colling,  vice- 
president  of  the  Standard  Oil  Coin])any  of  Kentucky,  with  regurd  to 
the  price  of  oil  in  a  southern  town,  is  highly  significant  in  this  con- 
nection. The  letter  is  addnvssed  to  a  s])(H*ial  agent  of  the  Standard 
Oil  Company  at  Atlanta,  (Ja.,  under  date  March  S.  11)04.  It  re f el's  to 
dealings  of  this  special  agent  with  a  man  named  Hitchcock,  at  Bremen, 
(la.     Mr.  Col  lings  suys  in  part: 

Ynii  must  bear  in  luiiul  niie  point,  i.  e. :  if  this  party  Hitchcock  is  at)le  to  do  some 
little  business  in  nils  and  has  a  nnclcus  of  tra«le,  it  niitrht  occur  to  him  to  write  the 
Ko<l  ('  ()il  Company  or  some  of  the  Tole<lo  concerns  and  jiet  prices  in  carUva*!?. 
and  (m  that  basis  he  <nuld  lay  oil  down  in  l>ri'men  or  Tallapoosa  at  about  4  cent*" 
perjrallon  h'ss  than  your  [>resent  markets  at  these  }>oints,  as  you  of  course  un<ier- 
stand  these  markets  are  not  carried  on  a  ))asis  ecjnal  to  the  competing  reliner*^  coet 
plus  the  carloa«l  rate  of  frei«:ht.  On  this  basis  he  would  have  a  nice  margin  to  work 
on  in  making'  up  a  carload.  It  is  just  a  tpiestion  of  pojij-y  whether  to  continue  aU»ng 
with  this  party  an<l  let  him  handle  a  few  barrels  (»f  oil  on  jobber's  commission  to 
av<»id  any  possible  trouble  with  carload  competition.  This  (juestion,  however,  I  am 
willin*:  to  leave  to  the  ju<l«rment  (»f  y<»urself  and  Mr.  Murdock. 


SOUTH    CENTRAL   STATES.  303 

letter  shows  that  independent  refining  concerns  at  Toledo,  even 
kyiiitf  freight  rates  about  five-eighths  of  a  cent  per  gallon  higher 
mtes  charged  the  Standard  Oil  Company,  could  yet  have  sold 
kese  southern  towns  for  about  4  cents  per  gallon  less  than  the 
Oil  Company  was  getting.  The  profit  of  the  Standard  Oil 
wiis,  therefore,  more  than  4^  cents  per  gallon,  or  at  least 
Ls  its  much  as  a  reasonable  profit, 
figures  as  these  show  that  the  importance  of  railway  dis- 
Tnmi nation,  at  leavSt  in  the  oil  business,  is  by  no  means  measured  by 
the  mere  differences  of  rate.  By  relieving  the  Standard  of  loss  when 
it  chooses  to  depress  prices  to  a  point  which  is  ruinous  under  the  con- 
ditions imposed  on  its  competitors,  the  railroads  give  it  absolute  con- 
trol of  the  field;  and,  having  control,  it  raises  prices  far  higher  than 
it  could  raise  them  if  its  competitors  could  meet  it  on  equal  terms. 

It  is  interesting  to  note  that  the  low  rates  which  the  Standard  Oil 
Company  has  for  years  enjo^'ed  on  shipments  from  Whiting  into  the 
South,  by  reason  of  the  secret  Evansville  and  Grand  Junction  rates, 
are  not  lower  than  the  rates  which  it  was  paying  to  many  of  the  same 
destinations  some  years  before  the  establishment  of  the  Whiting  plant. 
At  that  earlier  time  special  rates  per  car  on  oil  in  tank  cars  were  made 
from  Cincinnati  and  Louisville  which  were  much  lower  than  the  rates 
on  oil  in  barrels.  Prior  to  the  passage  of  the  Interstate  Commerce 
Act,  in  1887,  some  at  least  of  these  tank-car  rates  were  secret.  After 
that  act  was  passed  they  were  made  open  rates,  but  they  nevertheless 
constituted  a  serious  discrimination,  l)ecause  at  that  time  the  Standard 
made  relatively  much  greater  use  of  tank  cars  than  its  competitors, 
and  bec4iuse  the  railroads  limited  the  weight  of  cars  which  would  be 
taken  for  independents  at  these  flat  carload  rates,  while  not  enforcing 
similar  restrictions  on  the  Standard. 

It  is  not  the  purpose  of  the  present  report  to  deal  in  detail  with 
conditions  which  no  longer  exist.  It  is  worth  while,  however,  to 
illustrate  the  importance  of  these  earlier  discriminations  by  a  few 
examples. 

The  table  on  the  following  page  shows  the  rates  charged  by  the  Cin- 
cinnati, New  Orleans  and  Texas  Pacific  Railway  from  Cincinnati  to  lead- 
ing points  in  the  South  on  oil  in  tank  cars  and  in  barrels,  carloads, 
during  1887  and  1888.  The  tank-car  rate  has  been  reduced  to  a  basis 
of  cents  per  hundred  pounds  on  the  assumption  that  the  average  tank 
car  at  that  time  would  contain  10()  barrels,  and  on  the  ansumption  of 
the  present  arbitrary  weight  adopted  by  the  railroad  comi)anies  of 
320  pounds  per  barrel.  At  that  time  the  arbitrary  weight  most  fre- 
quently used  was  315  pounds  jier  barrel. 
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RATES  FROM  CINCINNATI  ON  OIL  IN  TANK  CARS  AND  IN  BARRELS.  1887. 

In  tHiik  oarn. 


From  Ciii(?iniiali  t<>- 


In  bar- 
•  rels.car 


'■  w.'iVl^^r  •*>«<*».  Pt^r   I^rom  Cincinnati  to— 
Per  car.  i'^PJj^'    hundred 


In  tank  can. 
Equiva- 


Lexington,  Ky r2<>.  00 

Clialtnnooga,  Tenn  . .  50. 00 

Atlanta.  Ga fil.MQ 

Birmingham,  Ala....  (VO.OO 


hundred 
pounds. 

Cental. 
HA 
15.6 
19.3 

IS.M 


Ix>undN. 


In  bar- 
poundK.     P^^^' 


rel»,car- 
lo«ds.per 


Ontn. 


18  Meridian.  Mi.ss 160. 00 

33  Vieksburgr,  Mi.** 60.00 

46  Knoxvillc.  Tonn  ....     fiO.OO 

47  Montgomery.  Ala  ...|  112.00 


CeiiU. 

Ot»U. 

18.8 

45 

18.8 

M 

15.6 

33 

35 

47 

It  will  be  seen  from  this  table  that  the  shipper  of  barrels  was 
charged  from  about  65  to  over  160  per  cent  more  than  the  shipper  in 
tank  cars.  It  was  shown  in  thia  case,  moreover,  that  George  Rice, 
an  independent  refiner,  who  shipped  usually  in  barrels,  was  unable  to 
obtain  from  seveml  railroad  companies  quotations  of  rate«>  on  oil  in 
tank  cars,  or  could  obtain  them  only  with  the  great(»8t  difficulty.  In 
some  cases  these  southern  railroads  made  statements,  either  in  their 
tjiritfs  or  in  letters  to  Mr.  Rice,  that  the  tank-car  rate  would  apply 
only  to  cars  of  limited  weight,  and  that  additional  charges  would  be 
made  for  heavier  cars;  but,  as  a  matter  of  fact,  on  the  shipments  by 
the  Standard  Oil  Company  and  the  Waters  Pierce  Oil  Company  (an 
affiliated  concern)  the  rates  were  almost  invariably  applied  regardless 
of  weight. 

At  the  time  when  these  low  tank-car  rates  from  Cincinnati  were  in 
force  the  Standard  Oil  Company  shipped  into  the  South  largely  from 
Cleveland.  Th(»  rate  on  oil  from  Cleveland  to  Cincinnati  in  18S7  was 
Sk  cents  per  hundred.  Adding  this  rate  to  the  rates  from  Cincinnati 
south  (reduced  to  cents  piM*  hundred)  the  following  comparison  may 
be  made  l)etween  tin*  rates  paid  })y  the  Standard  in  ISST  and  the  nites 
paid  from  Whiting  in  ltH>4: 

UATKS  (»N  OIL  IN  TANK  CARS   FROM  CLKVKLANI).  Ih^T.  AND  KKoM  WHlTINt;,    1V«IM.  To 

rolNT-  IN  THK  S(MTM. 
!  KMtc«<  in  (M-nls  |ht  liMiidrcM  iMtuiKN] 


Krtle  from 
I  Cleveland, 
'       1S>7. 


Kate  frr>ni 

Whiflny. 

1901. 


Lt'xmirtoii.  Ky lt>.  6      Not  uj«^.m3. 

rlmtiaiioMira.  T*  u\\ 23.8  2.S.  i» 

AiliHHM.<in 27.8  :w.2 

Hirmiiijilmiii.  Ala 27.3  -m.*.  5 

M.  ri.liaii.  Mi- 27.3  ;l>».2 

Vi.-kshiiri;.  Mi- 27.3  2A 

Kii'.xMll,..  T.'im 23.8  '34.  s 

Montt'oiiu'ry.  Ala 43.5  41.2.'> 


It  appears  therefore  that  the  discrimination  in  I'avorof  Whiting  has 
been  merely  a  continuance  of  the  discriniiiiation  formerly  enjoyed  by 
the  Standard  from  Cleveland,  the  Whiting  rat(\-;  being  in  fact  on  the 
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VI.  C0MPABI80K  OF  PItESEKT  OPEN  RATES  FROM  WHITING  AND 
COMPETING  REFINING  POINTS  TO  THE  SOUTH. 

Section  20.  Comparison  of  rates  and  distances. 

While  the  secret  mte  of  13  cents  from  Whitinjr  to  Grand  Junction 
and  the  secret  rates  of  Si  cents  and  (3  cents  from  Whiting  to  Evans- 
ville  have  l>een  abolished,  the  published  tariff  rates  from  Whiting  to 
most  points  in  the  South  reached  by  combination  rates  based  on  the 
Ohio  River  are  still  relatively  somewhat  lower  than  the  rates  from 
competing  refining  points.  These  differences  in  favor  of  Whiting  arise 
from  the  fact  that  the  tariff  rates  from  Evansville  and  Louisville  to 
the  South  are  in  most  cases  4^  cents  per  hundred  pounds  lower  than 
the  rates  to  the  same  points  from  Cincinnati,  which  is  the  natural 
gateway  of  independent  refiners.  On  the  other  hand,  the  rate  from 
Whiting  to  all  Ohio  River  gateways — 11  cents  per  hundred  pounds — 
is  onh'  1  cent  abov^e  the  nite  from  Toledo  to  Cincinnati,  one-half  cent 
above  the  rate  from  Cleveland  to  Cincinnati,  and  3  cents  Ijelow  the  rate 
from  Pittsburg  to  Cincinnati.  If  the  refiners  at  Toledo,  Cleveland,  and 
Pittsburg  seek  to  make  use  of  Louisville  or  Evansville  as  gateways, 
they  find  their  rates  to  those  points  increased  so  as  to  leave  no  advan- 
tage. The  rates  from  Toledo*  Cleveland,  and  Pittsburg,  respectively^ 
to  Louisville  are  4^  cents  per  hundred  pounds  above  the  rates  to  Cin- 
cinnati, making  the  through  rates  to  points  in  che  south  the  same 
whether  Cincinnati  or  Louisville  be  chosen  as  the  gateway.  The  com- 
parative rates  from  Whiting  and  competing  refining  points  to  Ohio 
River  crossings  have  already  been  more  fully  discussed  in  Chapter  IV. 

By  reason  of  the  differential  of  4^  cents  per  hundred  pounds  between 
Evansville  and  Louisville  on  the  one  hand  and  Cincinnati  on  the  other. 
Whiting  has,  after  taking  account  of  the  differences  between  the  rates 
from  Whiting  and  from  comp(»ting  points  to  the  Ohio  River  crossings, 
the  following  differentials  in  its  favor  on  shipments  to  most  southern 
destinations:  As  against  Toledo,  3^  cents  per  hundred  pounds;  as 
against  Cleveland,  4  cents;  as  against  Pitt*sburg,  7^  cents.  In  the 
case  of  Nashville  there  is  a  somewhat  greater  advantage  in  favor  of 
Whiting,  by  reason  of  the  especially  low  rate  from  Evansville  to 
Nashville,  already  referred  to  (see  page  2Sp).  The  present  rate  from 
Whiting  to  Nashville  is  23  cents,  as  comj)ared  with  27  cents  from 
Toledo,  2iU  c(»nts  from  Cleveland,  and  34^  cents  from  Pittsburg.  The 
same  rates  apj)ly  to  Clarksville,  Tenn. 

The  table  on  page  300  illustrates  these  differences  in  rates.  It 
includes  two  leading  destinations  in  Teimessee  and  one  each  in 
Georgia,  Alabama,  North  Carolina,  and  South  Carolina.  These  desti- 
nations are  fairly  typical  of  most  of  the  points  in  the  several  Stntes 
with  resj)ect  to  oil  rates.  For  convenience  the  rates  to  Jackson,  Miss., 
New  Orleans,  and  Mobile  are  also  given,  though  the  rates  Ui  tX\^^^. 
i»8480-  (h; 20 
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points  from  Whiting  are  not  based  on  the  Ohio  River  combinations, 
but  are  through  rates,  and  although  they  have  been  more  fully 
described. 


COMPARISON  OF   OIL  RATES  FROM   PITTSBURG,  PA.,  CLEVELAND   AND   TOLEDO,  OmO, 
AND  WHITING,  IND.,  TO  SOUTHERN  POINTS,  1906. 

[Rates  in  effect  April  1, 1906;  cents  per  hundred  pounds.] 


i  To  Chattanooga.  Tenn.       To  Nashville,  Tenn. 


To  Atlanta,  G&. 


From— 


I   Ex- 
cess 

tance  ^^^-  Whit 
ing 
I  rate. 


Dis- 


mil      ^'''-   Rate     ^^'^^^  i   ton     ^^ 
^y^l    tance|**"^®!Whit-   }^   tance 

^1--^  ,™tl'°^"*^- 


Ft- 

*•*    'Rate 

ing      ^"^ 
rate. 


Pittsburg,  Pa 

Cleveland,  Ohio  . 

Toledo,  Ohio 

Whiting.  Ind 


Jfil€8.Cents.\Cents.  CenU,MUe».  CenUf.Cenia.  Cents.  Milet. 
.  651  47  '  7i  1.44  (114  Stjl  114  112  789 
.1  582  43i  4  1.49  :  545  294  64  1.08  '  720 
.  549  43  Zi  1.57  512  27  4  1.06  687 
.      595         394 1.33       444         23' 1.04       783 


mile. 


Ctnis.  Cxmu.  CaU*. 
514;  74!  LSI 
48  J  4  i  l.» 
474 1  341  \.» 
44  I I    l.» 


To  Birmingham,  .\la.        To  A.sheville,  N.  C. 


To  Greenville,  S.  C. 


Pittsburg,  Pa 794  514-      74  1.30  7:« 

Cleveland,  Ohio 725  48          4  1.32  664 

Toledo,  Ohio 692  474         34  1.37  631 

Whiting,  Ind 651  44  1 1.35  701 


61          74  1.66  !  789 

574         4  1.73  765 

57  I        34  1.81  732 

534' 1.53  I  802 


64 
604 
60 
564 


74 
I 

3) 


i.e2 

1.58 
L64 
L41 


To  Jackson,  Miss. 


To  New  Orleans.  La. 


To  Mobile.  Ala. 


Pitb«burg.  Pa 992 

Cleveland,  Ohio 923 

Toledo,  Ohio 862  , 

Whiting,  Ind 729  | 


574! 
.54  I 
534i 

41  1. 


13i 
10 


1.16  1.113 

1.17  1.074 
1.24  1.041 
1.21  912 


:^64 
3;i 
324 
23    . 


134    0.64    1.070 


10 
94 


.61 
.62 
..tO 


1,001 
968 

&57-, 


364 
S3 
324 
23 


134     0.6e( 
10         .66 

M 


Coiilining  attention  to  thc^  first  six  points  covered  by  the  table, 
which  are  rojiched  by  rates  based  on  the  Ohio  River  combination,  it 
Avill  be  seen  that  the  rates  per  ton  per  mile  from  Whiting  are  frtmi  2 
to  20  per  cent  h)\ver  than  the  rat(vs  from  Toledo,  Cleveland,  and  Pitt'^- 
burg,  with  the  exception  of  l^irmingliam,  Ala.,  which  is  considerably 
nearer  to  Whiting  than  to  the  other  points.  Broadly  speaking,  it  may 
be  said  that  the  rates  from  Whitintr,  as  judoed  by  relative  distances, 
are  not  <rreatly  out  of  line  with  the  rates  from  the  other  retinincr  point.N 
on  shipments  to  most  points  in  the  west(»rn  part  of  Tenno.ss<»e,  to 
points  other  than  •'.Mississippi  Valley  points"  in  Mi.s.si.ssippi,  and 
to  most  points  in  Ahibama.  Whitinn"  beino-  somewhat  nearer  to  these 
places  than  Toledo,  Chn  eland,  and  Pittsbiirjr  are.  I^ut  the  rates  from 
Whitino-  to  points  farther  east.  in(*lii(lin<jf  (Cistern  I'ennessee,  Cieori»-ia, 
North  Carolina,  and  South  Carolina,  are  also  lower  than  the  rates  from 
the  competin*^  refineries,  notwithstandinii^  the  fact  that  Whiting  is  as 
far  or  farther  from  these  points  than  the  com[)etinir  refineries. 

A  more  (•om|)rehensive  view  of  tin*  relative  rat(\s  still  existing  to 
southern  ])oints  may  b(»  obtained  from  the  following  table,  which 
includes  2.^  Ieadin<i'  towns  of  the  South.  For  the  sake  of  brevity  and 
clearness,  only  the  rates  from  Toledo  are  compared  with  the  rates  from 
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Whiting,  but  essentially  the  same  situation  holds  true  with  resj^ect  to 
the  rates  from  Cleveland.  Cleveland  takes  uniformly  a  rate  to  these 
points  one-half  cent  higher  than  Toledo  does,  and  is  only  43  miles 
farther  distant. 


COMPARISON  OF  OIL  RATES  FROM  WHITING,  IND.,  AND  FROM  TOLEDO,  OHIO,  TO 
SOUTHERN  POINTS.  MADE  ON  COMBINATION  OF  RATES  VIA  OHIO  RIVER  GATEWAYS, 
1906. 

[Rates  in  effect  April  1,  1906:  centM  per  hundred  pounds.l 


From  Whiting. 

To-  — : I — -  — 

I  Distance.!  Rate. 

_ ' i 

Kentucky:  MUc9.  Cenbt. 

Bowling  Green 408  |  31 

Franklin 428  i  SSi' 

GlaMgow 394  I  43 

Hopkinsville |  372  I  35i 

Tenne.»««ee:  j  , 

Chattanooga 595  |  39i| 

.lackMon 470  j  a34  | 

Knoxville 572  j  3941 

Nashville 444  23  ' 

Mis.«ji8.slppi:  |  I 

Grenada 617  ^  46  ' 

Jatkson ?29  I  a 44  ! 

Alabama:  ' 

Birmingham 651  |  44 

Florence 570  !  41 

Montgomery ,  747  44  ; 

Selraa 754  44  j 

Georgia:  ^  i 

Atlanta 733  ,  44 

AngUMla 904  44 

GHincHville 7?<7  56i 

Macon 821  44 

MarictUi 713  54 

.South  Carolina:  | 

GrtH'n\  ille S02  561 

Pelzer 819  56i 

Spartanburg 771  ,V>i 

North  Can»liua: 

A^-hevillc 701  5;^ 

Charlotte 847  45 

Raleigh 912  45 


From  Toledo.        ^^^  P^^,^«"  I*^'"* 


Distance.      Rate. 


439 
459 
425 
467 

W9  I 
597  i 
.502  i 
512  1 

7.50' 

862  I 

692  I 
(38  1 

788  1 
795 

687 
835  ] 
741 
775 
667 

732 
749 
701 


From         From 
Whiting.  I  Toledo. 


344 
444 
464 


43; 
424, 

43  I 
27  1 

I 
494] 
5341 

474' 
444 

474; 
474 

474 
474 
&) 
474 
574 

60 
60 
60 

57 

484 
484 


I 


Onto.    I 
1.52  1 
1.80  ! 
2.18 
1.91  I 

1.33  , 
1.46  ! 
1.38 
1.04 

1 

1.49 

1.21  I 

I 

I 
1.35 

1.44 

1.18 
1.17 

1.20 

.97 

1.44 

1.07 
1.51 

1.41 
1.38 
1.47 

1.53 
1.06 
.99  I 


Cents. 


1.57 
1.94 
2.19 
1.70 

1.57 
1.42 
1.71 
1.06 

1.32 
1.24 

1.37 
1.39 
1.21 
1.19 

1.38 
1.14 
1.62 
1.23 
1.72 

1.64 
1.60 
1.71 

1.81 
1.25 
1.18 


n  Through  rate. 

It  will  be  seen  from  this  tahle  that  the  rates  from  Whiting  are 
lower  per  ton  per  mile  than  the  i*ates  from  Toledo  on  shipments  to  3 
of  the  4  towns  named  in  Kentucky,  to  3  of  the  4  towns  in  Tennessee, 
to  1  of  the  2  towns  in  Mississippi,  to  3  of  the  4  towns  in  Alabama,  to 
all  the  5  towns  in  Georgia,  and  to  all  the  0  towns  in  North  Carolina 
and  South  C  arolina.  In  other  words,  to  all  but  4  of  the  25  towns  in 
the  table,  which  are  well  distributed  throughout  the  SowlVv^X.WxwV^^ 
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from  Whiting  are  lower  in  pro}X)rtion  to  distance  than  the  rates  from 
Toledo.  The  differences  are  especially  marked  with  respect  to  the 
large  cities  of  Chattanooga,  Knoxville,  Atlanta,  and  Augusta.  All 
these  points  are  nearer  to  Toledo  than  to  Whiting;  but  the  rates  are 
Si  cents  higher  from  Toledo  than  from  Whiting. 

Section  21.  Unreasonableness  of  present  rate  adjustment. 

These  disparities  in  rates  may  doubtless  be  attributed  partly  to  the 
action  of  the  lines  leading  from  the  northern  refineries  to  the  Ohio 
River  and  partly  to  the  action  of  the  lines  south  of  the  Ohio  River. 

The  chief  traffic  official  of  a  leading  southern  line  stated  as  an  explana- 
tion of  the  difference  between  tlie  rates  from  Cincinnati,  on  the  one 
hand,  and  from  Louisville  and  Evansville,  on  the  other,  that  thesie  i-ates 
were  esbiblished  many  years  ago  with  a  view,  to  putting  the  railroads 
leading  south  from  Louisville,  in  particular,  in  a  position  to  obtain  a 
part  of  the  tmffic  as  against  the  railroads  leading  south  from  Cincin- 
nati; that  is,  in  order  to  ecjualize  the  differential  of  4i  cents  existing  in 
favor  of  Cincinnati  as  against  Louisville  in  rates  on  oil  from  the  ea^st- 
ern  refineries.  He  stilted  further  that  there  had  been  no  complaint 
regarding  the  rate  adjustment  recently,  and  therefore  it  had  been 
allowed  to  remain  in  effect. 

It  is  obvious  that  the  adjustment  of  rates  was  fair  enough  at  the 
time  when  all  the  oil  moving  into  the  South  was  shipped  from  {X)ints 
in  Ohio  or  farther  east.  Louisville  is  more  distant  from  these  retining 
points,  like  Cleveland  and  Pittsburg,  than  Cincinnati  is,  and  it  was 
natural  that  the  rate  from  these  points  to  Louisville  should  he  higher 
than  to  Cincinnati:  so  it  was  proper  that  the  rates  from  Louisville 
south  should  be  correspondingly  lower  than  the  rates  from  Cincin- 
nati. The  reason  for  this  rate  adjustment,  however,  wholly  di.'sjip 
peared  when  the  great  refinery  at  Whiting  was  established.  It  is  no 
longer  necessary  that  Louisville  and  Evansville  should  be  given  lower 
rates  than  Cineiimati  on  oil  shipments  to  the  South  in  order  to  enable 
the  railroads  leading  from  them  to  eoin|)(»te  with  the  railroads  leading 
from  Cincinnati,  because,  as  aln^ady  shown,  the  rate  from  Whiting  to 
Louisville  and  Kvansvilh^  is  praetieally  as  low  as  the  rates  from  Cleve- 
land and  Toleclo  to  Cincinnati. 

As  a  niattiM'  of  fact.  rate>  into  the  entire  South  on  most  commodities 
were  at  one  time  lower  from  Louis\illi'  than  from  Cincinnati,  the 
latter  having  no  diriMt  railroad  eoniiiMtion  with  Chattanooga.  When 
the*  Cincinnati  Southern  (now  (^ueen  and  Cicx-ent)  was  built,  ho\v(»ver, 
tJM^  rates  from  Cincinnati  a!id  Loui>ville  were  nunh*  (Miual,  so  far  as 
shipuHMits  to  |)oint>  east  of  Alabama  an*  concerned,  but  on  oil  the  obi 
ditiei-ential  exi>ts  even  t<>  thiit  territory,  despite  the  changed  condition.--. 
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It  has  alread}'  been  >?hown  in  sec^tion  18  that  on  classified  articles 
the  rates  from  Whiting  into  most  parts  of  the  South  are,  on  the  aver- 
age, about  the  same  as  the  rates  from  Toledo,  Cleveland,  and  even 
Pittsburg.  The  conspicuous  differences  in  the  present  open  rates  on 
oil  are  clearly  the  result  of  discrimination,  for  the  principle  of  com- 
modity rate  making,  that  of  equalizing  competitive  conditions,  cer- 
tainly can  not  explain  a  deviation  from  the  basis  of  class  rates  in  the 
direction  in  which  the  oil  rates  have  actually  deviated.  Instead  of  a 
difference  in  favor  of  Whiting  of  usually  3^  cents  over  Toledo,  4  cents 
over  Cleveland,  and  7i  cents  over  Pittsburg,  normal  railroad  pra(!tice 
would  make  the  rates  on  oil  from  all  four  refining  centers  to  most 
southern  territory  precisely  the  same.  The  discrimination  is  a  great 
and  obvious  one. 

Vn.  DISCRIMINATIONS  IN  FAVOR  OF  THE  STANDARD  REFINERY 
AT  PARKERSBTJRG,  W.  VA. 

Section  22.  Comparison  with  rates  from  Marietta  and  other  competing 
refining  points. 

The  published  rates  on  oil  from  the  Standard  Oil  Company's  refinery 
at  Parkersburg,  W.  Va.,  to  most  parts  of  the  South  have  been  rela- 
tively much  lower  than  the  mtes  from  competing  refining  points.  This 
difference  in  rates,  however,  has  at  least  for  a  considerable  number  of 
years  been  a  matter  of  comparatively  little  importance,  because  of  the 
small  output  of  the  Parkersburg  refinery  and  the  limited  area  into 
which  the  greater  [)art  of  its  shipments  have  j)een  made.  As  shown  on 
the  map  at  page  245,  during  1904  the  shipments  from  Parkersburg 
were  mainly  to  points  in  West  Virginia.  The  Bureau  has  not  made 
any  special  examination  of  the  rates  into  this  near-by  territory.  The 
Standard  Oil  Company  does  at  times,  however,  have  occasion  to  make 
shipments  from  Parkersburg  to  greater  distances,  and  it  is  therefore 
worth  while  to  compare  the  rates  to  a  few  of  the  leading  points  in  the 
South  with  the  mtes  from  competing  refining  centers. 

The  natural  route  for  shipments  from  Parkersburg  to  southern 
points  lying  toward  the  west  is  by  way  of  Lexington,  Ky.  For  years 
up  to  Fel)riiarv  V,K  liH>r).  the  Baltimore  and  Ohio  Railroad  in  conjunc- 
tion with  the  Chesap<*ake  and  Ohio  made  a  nite  from  Parkersburg  to 
Lexington  of  !♦  cents  per  hundnnl  pounds,  the  same  as  the  rate  to 
C'in<*innati.  The  oil  rates  from  Lexington  to  njost  points  in  the  South 
were  lii  cents  lower  than  the  rates  from  Cincinnati,  although  Lexing- 
ton is  only  s*2  miles  south  of  Cincinnati.  The  nite  of  9  cents  from 
Parkersburg  to  Ix»xington  was,  moreover,  relatively  lower  than  the 
rates  from  more  northerly  refining  jK)ints  to  Cincinnati.  The  dis- 
tance from  Parkersburg  to  Lexington  is  2<)1  miles.  For  the  2\\  miles 
from  Toledo  to  Cincinnati,  through  a  deus^v^Vy  \^o\i\\\^V^A  v^^wwV^n  > >Xv^ 


310  TRANSPORTATION  OF  PETROLEUM. 

i-ate  is  10  cents;  from  Cleveland,  244  miles,  lOi  cents,  and  from  Pitt^?- 
burg,  313  miles,  14  cents.  Parkersbiirg,  therefore,  bad  a  double  and 
unreasonable  advantage  over  these  northern  refining  poinb^  on  ship- 
ments to  the  South. 

The  rate  of  9  cents  to  Lexington  was  applicable  only  on  business 
going  beyond.  The  local  rate  from  Parkersburg  was  12i  cents.  This, 
however,  is  entirely  out  of  line  with  the  rates  from  northern  refining 
points — Toledo,  for  example,  having  to  pay  20  cents  to  reach  Lexin^ou, 
a  distance  of  293  miles. 

Marietta,  Ohio,  is  the  seat  of  two  refineries  independent  of  the 
Standard  Oil  Company.  It  is  only  12  miles  from  Parkersburg  on  the 
other  side  of  the  river.  Marietta,  however,  has  not  had  the  advantage 
of  the  special  rate  of  9  cents  to  Lexington,  but  has  had  to  pay  the  same 
rate  to  Cinciimati,  whence,  as  already  stated,  the  rates  to  the  South 
were  3i  cents  higher  than  from  Lexington,  in  most  cases.  It  cost 
Marietta  refiners  19  cents  to  get  to  Lexington  proper,  while  the  rate 
from  Parkei-sburg  was  onl>'  12^  cents  on  oil  for  local  consumption. 

Parkersburg  has  also  enjoyed  exceptional  rates  on  oil  for  the  south- 
east by  way  of  Virginia  gateways.  Thus  the  rate  from  Parkersburg 
to  Charleston,  S.  C,  is  35^  cents,  while  it  is  4S^cent6  from  Marietta. 
Similar  ditTerences  exist  with  respect  to  all  points  on  the  South 
Atlantic  seaboard,  as  well  as  to  some  junction  points  in  Virginia. 

The  advantage  which  Parkersbuig  has  enjoyed  with  respect  to  oil 
shipments  is  not  only  not  justified  by  the  difierences  of  distance,  but 
does  not  c()rres[)()nd  in  any  way  to  the  adjustment  of  rates  on  other 
conunodities.  The  tahh*  below  conipaivs  the  oil  rates  and  the  class 
rates  from  ParktM'shurg.  Marietta.  ToUmIo,  Clevi^land,  and  Pittsburg 
to  a'  nunilxM"  of  lea(lin<4"  i)oints  in  the  South.  The  basis  of  class  nite> 
is  the  same  as  in  oth(M*  tal)h's  of  tiiis  chapter.  Through  rates  on  the 
sixth  chiss  of  the  Southern  Chissitieation  are  made  from  Pittsbui'g  to 
some  points,  and  an*  used  for  comparison:  from  Parkersburg  and  the 
other  refining  j)oints  the  local  lifth-class  rates  (Ollicial  Classification)  to 
Lexington.  Cincinnati.  Louisville,  or  X'iiginia  citicvs  ai'e  combined  w  ith 
the  sixth-class  (Southern)  rat«\s  beyond  those  junctions:  though  to  Mem- 
phis. Vicksburg,  and  Mobile  thi"ough  sixth-class  rates  are  made  from 
all  these  point>  of  origin.  The  advantage  of  Parkersburg  ovvv  nnu- 
pi'ting  point>  as  measured  by  comparison  with  class  rates  is  computiHl 
in  the  sanjc  niaiuier  as  in  similar  tables  pri'sented  elsewhere.  It  will  l)e 
seen  hv  an  examination  of  this  table  that  the  oil  ratios  from  Parkers- 
burg ai(\  as  against  Marietta,  from  'JA  to  4  cent>  mort^  favorable  than 
the  tifth->ixth  cla>s  rates  to  nio>t  points,  the  usual  ditl'erence  being  :>A 
<*cnts.  and  from  !♦  to  \-\  cents  more  favorable  to  points  on  the  Atlantic 
coast.  While  the  rat(»s  from  Maiietta  are  in  many  cas(\s  lower  than 
the  (lass  rates,  tlu^  dilb'icnce  is  nmch  les>  than  from  Parkersburg. 
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Toledo  takes  the  same,  or  nearly  the  same,  rates  on  classified  arti- 
cles as  Parkersburg,  but  has  had  to  pay  usually  5  or  5^  cents  more 
than  Parkersburg  on  oil.  The  advantage  of  Parkersburg  over  Cleve- 
land on  oil  rates  as  compared  with  class  rates,  is  in  most  cases  5^  or  6 
cents  per  hundred  pounds,  and  over  Pittsburg  it  is  usually  about  10 
or  11  cents. 

It  is  improper  to  la}*  too  much  stress  upon  these  rate  differences  in 
favor  of  Parkersburg,  for  the  reason  that,  as  already  stated,  Parkers- 
burg has  not  for  some  years,  and  probably  has  never,  shipped  oil  in 
'  very  large  quantities  to  points  at  any  considerable  distance. 
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Vm.  RULES  OF  80X7THEBK  RAIIiWATS  BEGABDING  Olli  TBAFFIC. 

Section  23.  Less-than-carload  rates,  and  restriction  on  the  use  of  mixed  car- 
loads. , 

The  rates  on  oil  made  b}'  the  southern  railways  are  relatively  very 
much  hij/her  on  part  carloads  than  on  full  carloads.  The  difference  in 
this  respect  in  the  southern  territory  is  greater,  for  example,  than  in 
the  western  territory.  Oil  in  less  than  carloads  is  handled  at  third- 
class  rates,  while  oil  in  c*arloads  is  sixth  class  where  class  rates  apply, 
and  the  commodity  rates  on  oil  in  carloads  are,  since  the  withdrawal 
of  the  low  secret  rates,  approximately  the  same  as  sixth-class  rates. 
Tnder  the  Western  Classification,  on  the  other  hand,  oil  in  less  than 
carloads  is  third  class  and  in  carloads  fifth  class.  For  reasons  already 
suggested  in  Chapter  1,  the  independent  refiners  are  compelled  to  make 
relatively  greater  use  of  long-distance  less-than-carload  shipments 
than  the  Standard  Oil  Company,  so  that  this  excessive  difference 
between  carload  and  less-than- carload  rates  injures  them  to  some  extents 

This  disadvantage  encountered  by  the  independent  refiners  is  enhanced 
by  the  fact  that  most  of  the  southern  railroads  refuse  to  accept  mixed 
carloads  containing  barrels  both  of  refined  oil  and  of  gasoline.  The 
Southern  Classification  itself  provides  that  mixed  carloads  will  be 
taken  at  carload  rates,  but  several  of  the  leading  lines  have  exceptions 
to  this  rule.  They  all  permit  the  placing  in  a  single  car  of  barrels  con- 
taining different  kinds  of  refined  oil,  lubricating  oil,  etc.,  but  do  not 
permit  benzine  or  gasoline  to  be  carried  in  the  same  cars.  This 
restriction  is  expressed  by  the  Louisville  and  Nashville,  for  example, 
in  the  following  language: 

KaU'8  sliown  herein  will  apply  on  straight  rarloadsof  petroleum,  benzine,  pas<^»line,. 
and  paraftin,  hut  will  not  apply  on  niixe<l  carloads  consisting  partly  of  naphtha^ 
l>enzine,  or  jrasoline,  and  partly  of  refined  coal  oil. 

The  words  ''refined  coal  oiT'  in  this  note  are  evidently  intiMided  to 
include  lubricating  oils  as  well  as  illuminating  oils. 

It  can  readily  be  seen  that  in  a  considerable  number  of  cases  a 
shipper  might  be  able  to  find  a  market  at  a  given  southern  point  for 
enough  naphtha  or  gasoline  and  refined  oils,  taken  together,  to  make 
up  a  carload,  whereas  he  would  find  more  difficulty  in  selling  a  <'arload 
of  refined  oil  alone,  and  still  more  difficulty  in  selling  a  carload  of 
naphtha  or  gasoline  alone.  This  difficulty  would  naturally  be  much 
more  serious  in  the  case  of  small  shippers  than  in  the  case  of  the 
Standard  Oil  Ccmipany. 

None  of  the  northern  lines  make  any  such  restrictions  with  regard 
to  oil  shipments,  and  there  appears  to  be  no  adequate  reason  why  the 
southern  lines  should  do  so.  The  reason  assigned  by  them  is  that  the 
risk  of  fire  is  increased  by  the  presence  of  naphtha,  but  this  is  cer- 
tainly not  a  consideration  of  nuich  importawc^,,«LS^'^^V\^\\v^vA  v\v\\v>>iA 
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officers  have  testified  that  the  loss  from  fire  arising  from  the  trans- 
portation of  petroleum  products  of  any  kind  in  any  kind  of  container 
is  very  small.  The  risk  of  fire  in  case  of  a  serious  collision  or  derail 
ment  is  actually  greater  from  petroleum  products  in  tank  cars  than  in 
barrels^  since  the  latter  may  escape  breakage,  but  the  former  sel- 
dom do. 

In  this  connection  it  may  be  noted  that  the  Standard  Oil  Company 
has  at  various  times  I)een  permitted  by  the  Southern  Railway  to  ship 
mixed  carloads^  containing  refined  oil  and  ga8oline,  at  carload  rates, 
by  way  of  Grand  Junction.  The  tariflF  of  the  Southern  Railway, 
which  applies  by  way  of  Grand  Junction,  prohibits  this  practice,  but 
either  by  oversight  or  by  intention  the  Standard  Oil  Company  has 
been  permitted  to  pursue  it  in  a  considerable  number  of  cases,  as  shown 
by  the  records  of  cars. 

The  Standard  Oil  Company  ships  very  large  quantities  of  oil  in  less 
than  carloads  from  its  tank  stations  in  the  South  to  neighboring 
points.  The  records  of  this  large  business  could  not  possibly  be 
examined  by  the  Bureau  to  discover  whether  published  rates  were 
maintained. 


CHAPTER  VII. 
SOUTHWESTERN  STATES. 

Section  1.  General  statement  of  conditions. 

Until  recently  the  Southwest  ha8  been  mainly  supplied  with  oil 
from  the  Standard  Oil  Company's  Whiting  plant.  On  shipments 
from  Whiting  into  the  greater  part  of  this  territory  the  Standard  has 
enjoyed  a  great  and  unjust  advantage  over  its  competitors  farther 
east  by  reason  of  secret  mte  combinations.  Railroad  discriminations 
were  sufficient  to  give  the  Standard  Oil  Company  a  virtual  monopoly 
of  the  whole  Southwest  until  competitive  refineries,  which  have  been 
established  in  Texas  and  Indian  Territory  within  the  past  two  or  three 
years,  secured  a  model  ate  amount  of  business. 

The  territory  covered  by  the  present  chapter  includes  pmctic^illy 
all  the  region  west  of  the  Mississippi  River  and  south  of  a  line  dniwn 
from  St.  Louis  to  Kansas  City  and  thence  irregular!}'  southwest 
toward  the  cojist.  The  conditions  with  respect  to  the  transporta- 
tion of  oil  from  the  East  to  the  Pacific  coast  proper,  including  the 
southwestern  as  well  as  the  northwestern  coast,  have  been  discussed 
in  Chapter  V. 

The  Stjindard's  refinery  at  Whiting  is  somewhat  nearer  to  this 
southwestern  territory  than  the  refineries  of  the  independent  con- 
cerns of  the  Northern  States,  though  the  difference  in  distance  is  b}- 
no  means  sufficient  to  justify  the  difference  in  rates  which  has  existed. 
The  natural  gateway  into  most  of  this  territory,  l)oth  from  Whiting 
and  from  the  refining  points  farther  east,  is  Kast  St.  Louis. 

The  Standard  Oil  Company  has  had  a  secret  rate  of  ♦>  cents  per 
hundred  pounds  from  Whiting  to  East  St.  Louis  abnost  since  the 
establishment  of  the  Whiting  plant  in  181H),  a  rate  altogether  dispro- 
portionate to  the  rates  from  eastern  refining  jM)ints.  This  secret  rate 
alone  was  sufficient  to  give  the  Standard  Oil  Company  all  but  a 
monoix)iy  of  the  southwestern  territory  so  long  as  the  supply  came 
wholly  from  the  North.  Tntil  within  al)out  three  years  there  was 
virtually  no  competitive  refining  of  oil  in  the  Southwestern  States 
themselves.  The  Standard  Oil  Company  has  for  some  years  had  a 
plant  at  Neodesha,  Kans.,  but  until  11^04  this  shipped  s<arcely  any  oil 
outside  of  Kansas.  The  Standard  has  also  for  some  years  controlled 
a  refining  plant  at  Corsicana,  Tex.,  but  this  was  by  uo  v\v»\\vrv  V^x^vi. 
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enough  to  suppU^  all  the  markets  of  that  State.  More  recently  the 
increase  in  oil  production  in  Kansas  and  the  adjacent  territories  has 
led  the  Standard  greatly  to  increase  its  refining  capacity  at  Neodesha, 
and  to  establish  a  large  new  retinerv  at  Sugar  Creek,  Mo.,  near  Kansas 
Cit3\  These  plants  are  now  shipping  largely  into  the  Western  and 
Southwestern  States.  Some  small  independent  concerns  also  started 
up  in  Kansas  and  Indian  Territory  during  1904:  and  1905,  but  their 
competition  against  the  Standard  Oil  Company  is  not  yet  important. 
In  the  meantime,  about  1908,  there  began  a  great  increase  in  the 
refining  of  oil  in  Texas,  arising  partly  from  the  development  of  the 
crude  oil  fields  in  the  southeastern  part  of  the  State.  The  Standard 
Oil  Company  is  affiliated  with  one  of  the  largest  of  the  new  refining 
plants,  that  of  the  Security  Oil  Company,  at  Chaison,  near  I^au- 
mont.  There  are  also  several  independent  refineries  in  this  field. 
One  of  them,  that  of  the  Gulf  Refining  Company,  controlled  by  the 
same  interest^  as  the  J.  M.  Gutfe}^  Petroleum  Company,  is  much 
larger  thaii  either  of  those  controlled  by  the  Standard.  These  con- 
cerns of  the  Standard  Oil  Company  and  of  its  competitors  in  Texas 
are  now  largely  supplying  the  Texas  market  with  refined  oil,  and  are 
also,  to  some  extent,  shipping  into  adjoining  St^ites  and  Territories  of 
the  Southwest.  The  conditions  of  the  transportation  of  oil  in  the 
Southwest  have  therefore  changed  very  materially  during  the  past 
two  or  three  years.  The  special  conditions  arising  from  the  estab- 
lishment of  the  Kansas  refineries  are  discussed  in  Chapter  VIII. 
The  present  chapter  is  concerned  chiefly  with  the  transportation  of 
oil  from  the  northeastern  refineries  into  the  Southwest.  The  ijiian- 
tity  of  oil  so  ti'ansported  is  still  (Miornious.  so  that  the  rate  conditions 
are  still  of  great  importance,  altliough  the  discriminations  which  have 
been  disclosed  wovo  relatively  more  iniportiint  dui'ing  earlier  years. 

I.  RATES  TO  EAST  ST.  LOUIS. 

Section  2.  General  statement. 

One  of  the  most  imi)ortant  cases  of  discrimination  in  favor  of  the 
Standard  Oil  Company  during  I'cciMit  years  has  been  that  on  ship- 
iiKMits  from  Whiting  to  Kast  St.  Louis.  The  regular  taritl'  rate  on  oil 
between  these  [)oints,  jis  filtMl  with  the  Interstate  Conmierc(*  Commis- 
sion, was  for  years,  until  about  the  close  of  IIM).').  is  e(Mits  ])(»r  hundred 
pounds.  The  actual  rate  charged  to  the  Staiidard  Oil  Company  was  ♦> 
or  (\\  cents,  or  onc^-third  of  the  publish(»d  rate.  Ollicers  of  the  Stand- 
ard admit  that  this  ]at<»  was  put  into  etlect  soon  after  the  Whiting 
n^tiniM'v  was  opened  in  1S90. 

Th(^se  rates  ai*e  relatively  vim'v  nuich  low(»r  than  the  rates  from  inde- 
pendent refining  ])oints.  The  volume  of  l)usiness  shipped  on  them  has 
})orn    enormous.     Tlw  Standard  Oil  Con)pa!)y  has  made  use  of    the 
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<i-cent  rate  not  merely  on  .shipments  destined  to  East  St.  Louis  proper, 
hut  on  shipments  destined  to  a  vast  territory  in  the  Southwestern 
States. 

Three  milway  companies  have  made  these  secret  rates  from  Whiting 
to  Kast  St.  Ijouis — the  Chicago,  Burlington  and  Quincy  and  the  Chicago 
and  Alton,  which  each  charged  (>  cents  per  hundred  pounds,  and  the 
Chicago  and  Eastern  Illinois,  which  charged  6i  cents.  The  reason  for 
this  slight  difference  was  that  the  Chicago  and  Eastern  Illinois  could 
deliver  oil  to  the  Waters  Pierce  Oil  Company,  a  subsidiary  concern 
of  the  Standard,  at  East  St.  Louis  by  its  own  tmcks,  while  the  Stand- 
ard had  to  pay  a  small  additional  switching  charge  to  reach  this  plant 
from  the  tmcks  of  the  other  roads.  Hereafter,  for  convenience,  the 
East  St.  Louis  mte  is  usually  referred  to  as  a  6-cent  rate. 

During  a  part  of  the  period  covered  by  the  investigation  of  the 
Bureau,  the  Chicago  and  Alton  Railroad  had  a  printed  State  tariff 
naming  a  lo-cent  rate  on  oil  from  Chicago  to  East  St.  Louis,  of  which 
competing  shippers  might  possibh^  have  learned  upon  inquiry,  even 
though  it  was  not.  tiled  with  the  Interstate  Commerce  Commission. 
The  Alton  and  the  other  two  railroads  were,  however,  parties  to  tariffs 
naming  the  18-cent  rate,  and,  at  least  during  jmrt  of  the  time,  even 
the  Alton  had  no  other  published  tariff  on  oil. 

To  conceal  these  low  mtes  the  ( 'hicago  and  Alton  Railway  used  false 
waybilling,  and  the  Chicago  and  Eastern  Illinois  Railroad  used 
blind  billing.  The  Chicago,  Burlington  and  Quincy  Railway  way- 
billed  the  oil  at  the  6-cent  rate  in  the  usual  manner,  but  the  mte  was 
none  the  less  secret. 

Section  3.  Saving  to  the  Standard  Oil  Company  from  the  secret  East  St. 
Louis  rate. 

The  amount  of  the  direct  saving  to  the  Standard  Oil  Company  by 
the  use  of  these  secret  rates  instead  of  the  published  mtes  may  be 
computed  with  approximate  accuracy  from  the  records  of  the  railroads. 
For  this  pur[)ose  the  published  rate  is  taken  as  18  cents  per  loo 
pounds  for  the  Chicago  and  Eastern  Illinois  and  the  Chicago,  Burling- 
ton and  Quincy  during  the  entire  period.  For  the  Chicago  and  Alton 
the  i)ublished  rate  may  more  pro[)erly  be  taken,  perhaps,  as  10  cents 
per  100  pounds  up  to  February  1,  1JH)4,  and  18  cents  thereafter. 
As  a  matter  of  fact,  the  tariff  of  the  Chicago  and  Alton  nann'ng  the 
lO-cent  mte  was  canceled  February  J),  11M»4;  but  as  the  available  rec- 
ords do  not  distinguish  the  shipments  of  separate  days  it  is  necessary 
to  assume  that  the  published  tariff  rate  was  IS  cents  during  the  whole 
month  of  February. 

The  table  below  shows  very  closely  the  totjil  weight  of  the  oil 
shipped  on  the  6-cent  rate  during  the  year  1904,  the  freight  which 
should  have  been  charginl,  the  amount  actually  charged^  and  tlvv?  d\l- 
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ference.  The  weights  for  the  Chicago  and  Alton  and  the  Chicago  and 
Eastern  Illinois  are  taken  from  the  collection  vouchers  or  Summary 
bills  rendered  to  the  Standaixl  Oil  Coinjmny  by  those  companies.  In 
the  case  of  the  Chicago  and  Eastern  Illinois  these  bills  for  two  months 
were  missing. 

The  Chicago,  Burlington  and  Quincy  does  not  collect  its  charges 
on  shipments  of  oil  to  East  St.  IjOw'xh  in  this  manner.  The  weight  of 
the  oil  shipped  during  1904  has  been  computed  by  an  actual  count  of 
the  number  of  cars  shipped  during  each  month  and  by  averaging  the 
weight  of  several  hundred  cars  covering  the  shipments  of  four 
months — three  during  li)04  and  one  during  1903.  The  total  numl)er 
of  cars  shipped  during  1904  was  1,601.  The  average  weight  of  the 
cars  during  the  four  months  selected  was  46,291  pounds.  On  this 
basis  the  total  weight  of  the  shipments  of  1904  would  be  76,889,351 
pounds.  It  should  be  stated  further,  in  explanation  of  the  table,  that 
it  covers  considerable  shipments  to  Granite  City,  a  suburb  of  East  St. 
Louis,  which  took  the  same  published  rates  and  the  same  secret  i*ates 
as  East  St.  Ijouis.  It  also  includes  some  few  shipments  over  the  Chi- 
cago and  Alton  Railway,  at  the  6-cent  rate,  to  Alton,  111.,  to  which 
point  there  was  a  published  rate  of  9  cents;  not,  however,  filed  with 
the  Interstate  Commerce  Conunission.  The  exact  amount  of  such  ship- 
ments not  being  known,  they  are  treated  as  though  made  to  Ea.st  St. 
Louis. 

(JAIN  TO  THK  STANDAKD  OIL    rOMPANY.  IHKINU   1904.  BY   THE  SKCRET  RAT?:   FROM 
\VHITIN(;  TO  FAST  J^T.   Lol'IS. 

I'uh-  I'ru{H-r         r  It'"t'l  Actual  Amount  of 

^liipnu'tits  <.v<.'r—  \V«ij,'lit.  Ii?.l)««l  irriu'lil         kI.sI  v^V  tTfij^ht  ili^'riTiiina- 

rntr.  «liMri:i'.  i  ouJs  ('ImrKO.  lion. 

I'na„'l>.  r,rt.  r,rf. 

I      7.  i;u..  f/rf.t  1(1      ST.  i;;r..  (.:>  . 

Chic.ipMmd  Alton  Kuy...j     -•'•  T«'.l.  1 1".»  1^      RVJ.TTd.Ul     .  «i         $4\71S.G,;  S91.iss.iiii 


I    M.HtT.Tf/.i   1  ni.j(Hi.r,»,   I 

Cliiintro.    nurliiiu'toii    and 

<^>iiiiiy  Ilu  y Tt,.  ^^.i  'iM  is      ];>   kh).  si  <;  \t\.  IXi.  C.l  l*-J.  -Jt;?.  \r2 

Clii.-Muo  ami  K:i^t.Tii    Illi- 
nois K.  K.    lo  month-!  ...        J<i.H:;j.<.>;;i  i^       s;',.  ;;•.><.>.  >  ?;:         -Js.'.i'vvjKS  r>4. 4-11.  lV 


Total _MU.  JJM,n.-.l     ;U.J.tHH..  77    12S.S10.  oT)  2>.  I'W..  4-» 

'Iliis  t;il>I(^  >h()Ws  how  «MioriH<)n>  has  Ix'cn  the  ([luiutity  of  oil  shippcMl 
froii'  Wliitino-  to  Kast  St.  Louis.  During-  \\h)\  tlie  total  shipmiMits 
by  tli«'  Standard  on  tlic  six  cent  rate  (with  tlic  shipments  for  two 
in(mt[i<  oNcr  one  of  tlic  railroacU  niiNsini:)  amounted  to  no  less  than 
L^n4.4-jo.o:,l  pounds,  or  HJ'J.lMO  (on>.  'Hie  ditlerence  between  (be 
published  and  the  actual  eliar^^es  repn^sent  a  discrimination  of  about 
>^*j:isjMin  in  favor  of  the  Standard  Oil  Company. 

]t  was  j}ot  pi-acticable  to  obtain  equally  complete  ti^fures  of  the  ship- 
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ments  of  other  years,  but  a  partial  examination  of  the  milroad  records 
showed  that  for  several  years  the  shipments  of  oil  from  Whiting  to 
East  St.  Louis  had  been  exceedingly  heavy,  although  perhaps  not 
quite  so  heavy  as  during  1904.  The  Chicago,  Burlington  and  Quincy 
shipped  many  more  cars  from  Whiting  to  East  St.  Louis  in  1903  than 
in  1904.  During  October  1903  alone,  325  cars  of  oil  were  shipped  via 
this  road,  and  in  Decemlier  1903,  317  cars.  The  other  two  roads^ 
however,  shipped  considerably  less  during  1903  than  during  1904. 

Section  4.  Comparison  of  rate  from  Whiting  to  East  St.  Louis  with  rates 
from  competing  refining  centers. 
The  rate  from  Whiting  to  East  St.  Louis  was  very  much  more 
favorable  than  the  rates  from  competing  refining  points.  This  may 
be  seen  b}-  the  following  table,  which  compares  the  rates  and  distiinces^ 
showing  also  the  rates  per  ton  per  mile. 

COMPARISON  OF  OIL  RATES  AND  DISTANCES  TO  EAST  ST.  LOUIS  FROM  WHITING.  IND., 
TOLEDO  AND  CLEVELAND,  OHIO.  PITTSBURG,  PA.,  AND  ROCHESTER.  N.  Y..  1904. 


Rate  per     ^^^^   \  Rate  per 
From—  Distance,  hundred    urH«ti««     ton  per 

pounds.     ^\"  *^  j     mile. 


Milfii.         Cents.         Ctnt».     I     Cents. 


Pllt»<burjf 

Cleveland 

Toledo 

WhilinK— 

Over  rhicago  and  Alton 

Over  Chicago  and  Eastern  Illinois 

Over  Chicajfo.  BurliiiKtou  and  (iuiney 
Roohestor,  N.  V 


613 

24.5 

18.5 

0.8O 

522 

19.5 

13.5 

.75 

43;) 

17 

11 

.7^ 

n281 

(J.  25  .. 

.43 

a2S8 

.43 

«345 

6 
24.5 

.35 

773 

IS.o 

.oa 

«  Distance  coinputtHi  from  Chicago:  practically  the  same  as  from  Whiting. 

In  judging  the  significance  of  those  wide  differences  in  rates  it 
should  be  borne  in  mind  that  railroads  ordinarily  charge  higher 
rates  per  ton  per  mile  for  short  than  for  long  hauls.  This  tendency  is 
especially  strong  in  respect  to  commodity  rates,  the  general  policy  of 
which  is  to  put  different  shipping  points  more  nearly  on  an  e<iuality 
than  they  would  be  under  class  rates.  Yet  the  rate  per  ton  per  mile 
from  Whiting  to  Kast  St.  I^ouis,  even  on  the  shorter  roads,  has  b(»en 
more  than  42  p«*r  cent  below  the  rate  per  t<m  per  mile  from  Cleveland, 
and  about  45  per  cent  below  the  rate  per  ton  per  mile  from  Toledo  and 
Pittsburg.  Toledo  is  only  a  little  more  than  .")()  per  cent  farther  from 
East  St.  Louis  than  Whiting  is  by  the  shortest  route;  yet  the  rate*  from 
Toledo  was  nearly  three  times  as  great  as  from  Whiting.  Thr  rate 
from  Pittsburg  was  more  than  four  times  as  high  as  the  rate  from 
Whiting,  although  Pittsburg  is  not  much  more  than  twice  as  fin- 
distant. 

If  the  rate  from  Whiting  were  raised  to  S  mills  \kh'  ton  per  mile, 
which  is  about  the  charge  from  the  more  distant  Y>«u\ts^\V\\v>v\c\.\>v^^ 
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instead  of  6  cents,  more  than  11  cents  per  hundred  pounds.  Asa 
matter  of  fact,  as  soon  as  this  6-cent  rate  was  discovered  by  the  Bureau 
of  Corporations,  the  railroads  raised  it  to  10  cents,  which  is  now  the 
published  tarifl';  but  even  this  is  relatively  much  lower  than  the  rates 
from  competinir  refineries. 

Expressed  in  terms  of  i^allons,  the  rate  from  Whiting  to  East  St. 
Louis  was  7  mills  per  gallon  below  the  rate  from  Toledo,  8.6  mills  per 
gallon  below  the  mte  from  Cleveland,  and  11.8  mills  per  gallon  below 
the  rate  from  Pittsburg.  A  half  cent  per  gallon  is  a  fair  profit  from 
refined  oil  on  the  capital  invested  in  a  refinery.  While  Whiting,  by 
virtue  of  its  position,  is  entitled  to  somewhat  lower  rates  than  those 
from  competing  refining  points,  these  differences  are  altogether  exces- 
sive. They  have  enabled  the  Standard  Oil  Company  to  make  a  good 
profit  on  sales  in  St.  Louis  and  in  an  immense  territory  southwest  of 
St.  Louis  at  prices  which  would  leave  no  profit  whatever  to  the  inde- 
pendent refiners. 

These  differences  between  rates  as  compared  with  distances  are  con- 
spicuously shown  on  the  accompanying  niap. 

It  may  be  noted  further  that  the  Standard  Oil  Company's  great 
lubricating  oil  works  at  Rochester,  N.  Y.,  from  which  high-grade 
products  are  shipped  all  over  the  Ignited  States,  are  given  a  relatively 
favorable  mte  to  East  St.  Louis.  The  rate  is  the  same  as  from  Pitts- 
burg, though  the  distance  is  1()0  miles  greater. 

CoMTAKisox  OF  OIL  RATES  WITH  ( i.Ass  HATES.— The  enoriuous  ad- 
vantage which  the  railroads  have  given  Whiting  on  shipments  to  V^si 
St.  Louis  exists  with  respect  to  few,  if  any,  other  commodities.  It 
certainly  is  entirely  out  of  line  with  the  relation  of  rates  on  classified 
articles.  It  is  impossible  to  make  a  dinu't  comparison  ])etween  oil 
rates  and  class  rates  from  Whiting  and  from  other  refining  points, 
because  tlie  class  rates  from  Toledo.  Cleveland,  and  Pittshurg  to  East 
St.  Louis  fall  under  the  Official  Classification,  while  the  rates  from 
Whiting  fall  under  the  West(*rn  Classification.  It  is  possible,  how- 
ever, to  gain  some  id(^a  of  what  would  he  a  noiinal  difi'erent'e  between 
tlie  rates  on  oil  by  noting  what  would  he  the  difference  in  rates  on  fifth- 
class  couuuodities  under  the  practice  of  the  railroads  in  the  North 
Central  States  on  shipments  of  coriH\<pon(ling  distance. 

The  class  rates  of  the  railroads  in  the  Central  Freight  Association 
territoiy.  which  includes  tin*  territory  ea>t  of  the  Chicngo-St.  Louis 
line  and  west  of  the  Pittsburg- Huflalo  line,  are  tixed,  broadly  speaking. 
on  a  distance  scah\  which  i>  descrihed  on  page  ()().  For  the  distance 
fi-oni  Whiting  to  Fast  St.  Louis-  i>,sl  miles  the  fifth-class  rate  under 
this  scale  would  he  14.J  cents.  Taking  the  same  scale  as  a  basis  for 
computing  lifth-class  rates  from  Toledo.  Cleveland,  and  Pittsburg,  the 
following  table  is  pr(»i)are(l: 
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COMPARISON  OF  OIL   RATES  TO   EAST  ST.   LOUIS  AND   FIFTH-CLASS  RATES  FOR 
CORRESPONDING    DISTANCES. 

[Rates  In  cent**  \*t'T  hundred  pounds,] 


'  '  Fifth  r.1tteH  !    Excess  of 

From-  Distance.  ;  Oil  rate.  ,  *^"IS:V**^  i  fifth  class 

I  ™^^-  over  oil. 


'  MU€«.      r  I 

Whitlnjf I  281  1  6      !  14.5 

Toledo ;  433  I  17      I  18 

Cleveland i  5>2  19. 6  j  18 

Pittsburg I  613  1  21.5!  22.5 

I  .  I 


8.5 

1 
—1.6 
~2 


This  table  shows  that  the  oil  rate  from  Whiting  is  Si  cents  less  than 
the  fifth-class  rate  for  the  corresponding  distance  under  the  Central 
Freight  Association  scale,  while  from  Toledo  the  oil  rate  is  only  1  cent 
less  than  the  fifth-class  rate.  From  Cleveland  the  oil  rate  is  IJ  cents 
and  from  Pittsburg  the  oil  rate  is  2  cents  higher  than  the  fifth-class 
rate  for  corresponding  distances.  As  a  matter  of  fact,  the  actual  fifth- 
class  rate  from  Cleveland  is  11)^  cents,  the  same  as  the  oil  rate.  There 
is  no  reason,  in  the  general  principles  of  rate-making,  why  the  oil  ratiB 
should  be  further  below  the  fifth-class  distance  mte  for  Whiting  than 
for  the  other  three  refining  points.  On  the  contrary,  the  principle 
of  commodity  rates,  which  aims  to  put  competing  producers  more 
nearly  on  an  equality,  would,  as  normally  applied,  tend  in  the  opposite 
direction — that  is,  one  might  expect  the  oil  rates  from  Toledo,  Cleve- 
land, and  Pittsburg  to  be  lower,  in  comparison  with  cla«s  rates,  than 
the  oil  rate  from  Whiting. 

In  explanation  of  the  low  rate  from  Whiting  to  East  St.  Louis,  as 
well  as  of  similar  low  rates,  elsewhere  described,  to  other  destinations 
in  Illinois  and  Indiana,  the  traffic  manager  of  the  Standard  Oil  Com- 
pany said  that,  not  only  with  respect  to  oil,  but  with  respect  to 
various  other  eomnuKlities,  the  railroads  leading  out  from  Chicago, 
which  belong  to  other  systems  than  the  roads  leading  from  the  eastern 
{xiints  under  consideration,  make*  it  a  practice  to  name  low  rates  with 
a  view  to  increasing  the  amount  of  their  traffic.  Their  proportions  of 
through  rates  from  eastern  points  tq  East  St.  Louis  would  be  low;  and 
they  prefer  to  name  rates  which  will  give  to  Chicago  producers,  on 
whose  shipments  they  may  collect  the  entire  freight  charge,  a  larger 
proportion  of  the  traffic. 

This  argument,  however,  does  not  explain  such  an  excecilingly  low 
rate  as  ♦>  cents  per  hundred  pounds  on  oil.  This  rate  is  less,  in  fact,  than 
the  proportions  which  would  accrue  to  the  Chicago  roads  on  oil  hauled 
through  Chicago  to  East  St.  Louis  from  Toledo.  Cleveland,  and  Pitts- 
burg. Moreover,  the  railroads  which  connect  the  competing  refining 
l>oints  with  F^ist  St.  Louis  would  not  normally  be  disposed  to  permit 
this  wide  diff'erence  in  rates,  which  almost  complet^^ly  destvuvs  <.W\^ 
2848i>— 00 21 
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part  of  their  business.  When  the  roads  from  Chicago  to  East  St. 
Louis  lixed  the  oil  rateasthcN'  did,  the  ordinary  principles  of  railroad 
competition  wouhl  have  led  the  Central  Freight  Association  lines  to 
reduce  their  rates  from  Toledo,  Cleveland,  and  Pittsburg,  so  as  to  get 
traffic  for  themselves  b\^  permitting  producers  in  those  towns  to  com- 
pete at  East  St.  Louis.  It  is  quite  possible  that  the  eastern  railroadi^ 
did  not  know  of  the  exceedingly  low  rate  from  Whiting. 

CuANCJES  IX  KATES  TO  East  St.  Louis.-  So  far,  in  fact,  from 
reducing  their  rates  to  P^ast  St.  Louis  in  competition  with  the  low  rate 
from  Whiting,  the  Central  Freight  Association  lines  have  raised  their 
rates.  The  following  table  shows  the  changes  which  have  taken  place 
in  the  rates  from  Toledo,  Cleveland,  and  Pittsburg  to  East  St.  Louis 
since  1887: 

CHANGES  IN  RATES  FROM  TOLEDO.  CLEVELAND.  AND   PITTSBURG  TO  EAST  ST.   LOUIS. 
[Kates  in  eont«  per  hundred  pounds.] 


Year. 

1     From 
Toledo. 

From            From       T          ,.  ._ 
Cleveland.    Httsburff.  !           ^^"*^- 

From 
Toledo. 

From 
Cleveland. 

From 
Pitu^bur^. 

1887 

14 

1 
l.'V..')  1           ?>20.6  .i  1X91 

15 
17 

1888 

'             20          190<) 

19.5 

24  h 

1889 

17.5  ,              •22..  || 

a  No  oil  rate.  ^(55  cents  per  barrel  in  tank  cars. 

The  advance  in  the  rates  from  Cleveland  and  Pittsburg  in  1889  may 
readilv  have  had  some  connection  with  the  establishment  of  the  Whit- 
ing refinery.  The  Standard  Oil  Coinpan}^  commenced  piping  oil  to 
Whiting  in  18S9  and  began  building  its  retinerv  in  that  year,  hut  the 
refinery  was  not  open  for  business  until  IMM).  In  ISiU  the  rate  from 
Toledo  to  East  St.  Louis  was  advanced  from  14  to  15  cents,  thus 
increasing  the  advantage  of  Whiting.  The  rates  then  remained 
unchanged  until  1!M)0,  when  those  from  Cleveland,  Pittsburg,  and 
Toledo  alike  were  advanced  2  cents  per  hundred  pounds.  ^lean- 
time  there  had  been  no  advance  in  the  rate  from  Whiting,  which, 
almost  from  the  outset,  was  0  cents.  It  is  true  that  the  advance  of 
oil  rates  in  IIMM)  was  mad(^  at  the  same  time  that  the  Centnil  Freight 
Association  lin<\s  advanced  west-i)()und  rates  on  many  other  com- 
nunlities,  but  in  view  of  the  continuance  of  the  low  rate  from  Whit- 
ing to  Kast  St.  Louis  they  can  not  be  said  to  have  been  justified  in 
advancing  the.se  particular  rates  if  they  knew  what  that  rate  was. 

Section  5.  Absorption  of  switching  and  its  effect  on  revenues. 

Notonly  an*  the  revcMiues  from  the  rate  of  r>  cents  per  hundred  exceed- 
ingly low  in  themselves,  hut  they  are  still  further  depleted  hy  the 
^'absorption''  of  switching  charges.  The  roads  t-oncerned  do  not  them- 
.selves  reach  Whiting,  and  the  oil  comes  to  them  over  a  switching 
road.  The  Chicago  and  Eastern  Illinois  has  to  pay  a  switching  chargi^ 
of  !^y>.i')i)  on  eacli  car  of  oil,  and  the  Chicago.  Burlington  and  Quincy 
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and  the  Chicago  and  Alton  pay  $5.  These  charges  are  regardless  of 
weight  up  to  i)0,OoO  pounds;  above  that  figure  a  slight  addition  is 
made,  graduated  according  to  weight.  In  some  cases,  also,  these  rail- 
roads pay  switching  charges  at  East  St.  Louis.  Thus,  die  Chicago, 
Burlington  and  Quincy,  on  many  cars  turned  over  to  the  Big  Four  at 
East  St.  Louis  for  delivery  to  the  Waters  Pierce  Oil  Company,  pays 
a  switching  charge  of  $1  per  car,  while  on  some  oil  delivered  to  manu- 
facturing plant8  in  the  vicinity  of  East  St.  Louis  the  switching  charge 
amount^  to  $2  or  $3  per  car. 

Disregarding,  however,  the  absorptions  of  switching  at  East  St, 
Louis,  and  taking  account  only  of  that  from  Whiting,  the  net  revenue 
remaining  to  the  railroad  companies  for  their  actual  haul  may  be  com- 
puted in  the  following  manner:  Since  the  switching  charge  is  inde- 
pendent of  the  weight  of  the  car,  it  is  necessary  to  assume  an  average 
weight  in  computing  the  freight  charge  before  deducting  the  switch- 
ing allowance.  The  average  weight  per  car,  as  determined  by  exami- 
nation of  large  numbers  of  waybills,  is  about  45,000  pounds.  The 
gross  charge  on  such  a  car  would  be  J?27  by  the  Chicago,  Burlington 
and  Quincy  or  the  Chicago  and  Alton,  and  S28.12i^  by  the  (Chicago  and 
t^stern  Illinois.  Deducting  the  switching  charge,  the  net  revenue 
would  be  $22  for  either -of  the  first  tw^o  roads,  or  $24.02  for  the  last. 
The  net  distances  to  East  St.  Louis  from  the  junction  points  of  the.se 
railroads  with  the  switching  road  from  Whiting  are  as  follows:  For 
the  Chicago,  Burlington  and  Quincy,  about  340  miles;  for  the  Chicago 
and  Alton,  2(>J)  miles;  and  for  the  Chicago  and  Eastern  Illinois,  271 
miles.  On  these  distances  the  revenue  per  ton  per  mile  accruing  to 
the  railroads  would  work  out  as  follows:  Chicago,  Burlington  and 
Quincy,  2.9  mills;  Chicago  and  Alton.  3.6  mills;  and  Chicago  and 
J^stern  Illinois,  4  mills. 

These  revenues  are  extraordinarily  low,  and  in  the  case  of  the  Chi- 
cago, Burlington  and  Quincy  Railway,  with  its  exceptionally  long  line 
between  Chicago  and  East  St.  Louis,  nuist  \)e  absolutely  unremunera- 
tive.  The  average  revenue  of  the  Chicago  and  Alton  Railway  on  all 
traffic  for  the  year  ending  June  30,  1904,  was  0.77  mills  per  ton  per 
mile;  that  of  the  Chicago,  Burlington  and  Quincy  lines  east  of  the 
Missouri  River,  7.83  mills,  and  that  of  the  Chicago  and  Eastern  Illi- 
nois Railroad,  which  is  particularly  low  because  the  business  is  so 
largelv  in  coal,  4.6s  mills  per  ton  per  mile.  There  is  no  important 
railroad  in  the  Cnited  States  whose  average  revenue  per  ton  per  mile 
on  all  freight  is  less  than  4  mills,  yet  the  average  grade  of  commodities 
bandied  on  many  lines,  especially  coal  lines,  is  decidedly  lower  than 
that  of  oil.  Moreover,  practicall}^  all  oil  cars  are  returned  from  East 
St.  Louis  to  Whiting  enipty,  free  of  charge,  while  on  other  cars  rail- 
roads usually  get  return  loads  to  such  an  extent  as  to  make  their  aver- 
age mileage  of  loaded  cars  from  60  to  7o  per  cent  ot  \.W\.q\s\  wx^^'^.^^^ 
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The  ofticers  of  the  Chicago  and  Alton  and  the  Chicago,  Burlington 
and  Quincy  said  to  the  Bureau  that  the  oil  for  East  St.  Louis  was 
furnished  to  them  virtually  in  train  loads,  so  that  the  cost  of  handling 
was  reduced  to  a  minimum,  and  that  rates  even  somewhat  lower  are 
frequently  charged  on  coal,  cement,  and  other  very  low  gi'ade  traffic. 
There  are,  however,  few  cases  where  even  coal  is  carried  at  a  net 
revenue  as  low  as  2.9  mills  per  ton  per  mile.  In  view  of  the  fact  that 
oil  is  worth  several  times  as  much  per  unit  of  weight  as  coal  and 
cement,  it  was  admitted  that  the  rate  on  oil  was  unreasonably  low,  if 
not  quite  un remunerative.  An  officer  of  one  of  these  railroads  stated 
speciiically,  in  fact,  that  the  rate  would  not  have  been  made  if  the 
company  had  had  no  oil  traffic  besides  that  between  Whiting  and  East 
St.  Louis.  It  was  made,  substantially,  he  said,  as  a  concession,  in  order 
to  secure  not  onh^  this  business,  but  also  nmch  more  remunerative  ship- 
ments of  oil  to  other  parts  of  the  Middle  West.  In  other  words,  the 
Standard  Oil  Company,  by  reason  of  its  al)ility  to  divert  shipments 
from  one  road  to  another  in  territory  where  b}"  reason  of  its  location 
at  Whiting  it  had  no  need  of  exccptionalh'  low  rates,  was  able  to  dic- 
tiite  unremunerative  rates  from  Whiting  to  East  St.  Louis,  where  it 
had  not  so  marked  a  natural  advantage. 

Section  6.  Published  and  secret  tariffs  on  oil  from  Whiting  to  East  St.  Louis. 

Officers  both  of  some  of  the  railroads  and  of  the  Standard  Oil  Com- 
pany have  claimed  that  the  O-cent  rate  involved  no  departure  from 
published  taritl's.  Tlmt  it  was  a  departure  from  published  tariffs,  and 
was  a  secret  rate,  is,  however,  perfectly  clear  from  a  consideration  of 
the  procedure  of  the  several  railroads. 

Taimkfs  naminc;  an  IS-cknt  hate  on  oil.-  The  general  basis  of 
rates  from  Chicago  to  East  St.  Louis  is  fixed  by  the  Chica<^o-St.  Louis 
Trallic  Association.  This  association  has  issued  a  series  of  tariffs,  the 
latest  of  which  is  No.  24,  effective  May  1.*).  \s[nK  and  duly  tiled  with 
the  Interstate  Commerce  Commission.  All  the  Vuws  from  Chicago  to 
East  St.  Louis,  inchulino^  the  Chicaji'o  and  Alton  Railway,  the  Chica«r(>, 
l^urlinoton  and  (Quincy  Railway,  and  the  Chicaoo  and  Eastern  Illinois 
Railroad,  have  Ikm'u  ])artics  to  these  tarili'>.  and  have  j^iven  them  their 
own  lile  nunibeis.  The  taritl'  of  1M»1»  naniivs  rates  on  classified  articles 
and  special  rates  on  certain  ])articular  coniniodities.  No  special  oil 
late  aj)i)eais.  and  in  the  ahsence  thereof,  and  of  any  duly  published 
exce[)tion.  oil  would  take  the  tiflli-class  rate  under  the  Wotern  Classi- 
fication (or  more  stiictly  speak inir  un(l<M'  the  Illinois  State  Classitica- 
tion  which  is  practically  the  >anie)  as  it  dooxcry  ^'enerally  in  western 
territory.  The  fifth-class  late  from  Chicago  to  East  St.  Louis  is  IS 
cents  [)er  hundred  pounds.  All  tiirtM*  of  the  railroads  under  consid- 
eration have  for  years  ap])lied  Chicau'o  rates  from  Whiting,  and  diirin*r 
jvcent  vears  havi*  liled  with  the  Interstate  Commerce  Connnission  what 
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are  known  as  "application  sheets,"  specifically  stating  that  Whiting 
takes  Chicago  rates,  and  referring  to  this  association  tariti*,  among 
others,  for  such  fates. 

It  is  true  that  railroads  often  issue  taritl's  naming  mtes  ditt'erent 
from  those  of  the  association  tariffs  to  which  they  are  parties.  It 
is  especially  common  to  remove  particular  conuuodities  from  the 
classes  in  this  way  and  apply  conmiodity  mtes  to  them,  but  unless 
such  commodity  tariffs  are  filed  with  the  Interstate  Commerce  Com- 
mission they  can  not  legally  be  applied  on  interstate  business. 

Secret  tariffs  of  the  Chicago,  Buhlington  and  Quincy  Kail- 
way. — The  Chicago,  Burlington  and  Quincy  Railway  in  1896  issued  a 
printed  tariff  on  oil,  reading  from  Chicago  to  Illinois  stations  (G.  F. 
O.  No.  1247).  This  was  undoubtedly  intended  to  apply  from  Whiting, 
and  has  been  so  used.  It  was  not  filed  with  the  Interstate  Commerce 
Commission  until  1904,  but  could,  presumably,  have  been  readily  dis- 
covered by  competing  refiners,  as  it  was  apparently  distributed  to 
numerous  local  agents  throughout  Illinois.  It  does  not  name  a  rate 
to  Flast  St.  Louis,  but  refers  to  a  "special  tariff"'  for  the  rate  to  that 
point. 

For  many  years  the  Chicago,  Burlington  and  Quincy  Railway  issued 
annually  what  were  known  as  "'billing  orders,"  making  a  (J-cent  rate 
on  oil  from  Chicago  to  East  St.  Louis.  The  copies  of  these  billing 
orders  on  file  in  the  centml  office  of  the  companv,  which  were  examined 
b}'  the  agents  of  the  Bureau,  ran  back  only  to  1900,  but  it  is  admitted 
that  the  rate  was  in  effect  for  years  before,  this  being  the  first  road  to 
make  the  <i-cent  rate.  The  following  is  a  copy  of  the  order  naming 
the  nite  for  the  vear  1900: 


[C.  B.  &  g.  G.  F.  O.  No.  33.] 

ChICA(JO,   BlRLIXr.TON    AND   Cil'lNCY    RAILWAY   CoMPANY, 

BURIJXCJTON    RoiTE, 

Chicaffo,  Jan.  .9,  UHX). 
The  following  billing  rates,  taking  effect  Jan.  1,  MKK),  will  expire  Dec.  31, 
1900,  iinlesja  earlier  withdrawn: 


From—  To-        |    ^^1^^^'"^  Kind  of  freight.  Rate. 


Chicafiro E.St.  Loiiix . 


All Oil:  coal  or  carbon,  benzine.  »)en-     6c.  100  lbs. 

zole.  crude.  iH*troleum,  lubricat- 
inK,  naphtha,  and  KHMoline.    C.  L. 


Tn()8.  Miller,  (ientral  hWight  A'jent. 


It  will  l>e  observed  that  this  hilling  order  expired  bj'  limitation  on 
December  31,  1900.  It  is  a  common  practice  of  the  railroad  com- 
panies to  reissue  such  orders  each  year.  The  use  of  the  words  '"  billing 
rates"  instead  of  '^tariff"  is  itself  an  indication  that  tUk  vs««cs  wc>^ 's^xv 
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ordinarv  tariff  intended  for  the  inspection  of  the  public.  The  mere 
statement  on  the  billing  order  that  the  rate  was  to  be  given  to  all 
shippers  is  b^'  no  means  conclusive  that  such  was  the  actual  intention. 

There  is  no  claim  that  this  billing  order  of  1900,  or  the  succeeding 
billing  orders  of  1902  and  1903,  were  ever  tiled  with  the  Interstate 
Coumierce  Commission,  nor  that  the  Commission  received  any  notice 
of  their  existence.  The  general  freight  agent  of  the  Chicago,  Burling- 
ton and  Quincy  Kailway  states  that  his  company  has  always  treated 
shipments  from  Whiting  to  East  St.  Louis  as  State  business,  for  which 
there  was  no  obligation  toiile  the  tariffs  with  the  Interstate  Commerce 
Conunission.  It  is,  of  course,  admitted  that  the  traffic  actually  moved 
from  Whiting,  Ind.,  to  a  point  in  Illinois:  but  it  is  said  that  the  Chi- 
cago railroads  have  uniformly  treated  points  like  Whiting  and  Ham- 
mond, Ind.,  as  being  virtually  part  of  Chicago,  and  have  carried 
shipments,  not  only  of  oil,  but  of  other  conmiodities,  from  the^^e 
points  to  points  in  Illinois  on  Chicago  mtes  which  had  not  been  tiled 
with  the  Interstate  Commerce  Conunission.  This  ma\'  be  true,  but  it 
does  not  justify  shipments  from  these  Indiana  points  into  Illinois  on 
untiled  rates,  and  certainly  not  on  raters  so  extraordinarily  discrimi- 
natory as  that  on  oil  to  East  St.  Louis. 

The  ti-affic  manager  of  the  Standard  Oil  Company,  in  d]s<*U88ing  the 
East  St.  Louis  rates,  stated  tliat  for  several  years  past  the  I'ail roads 
from  Chicago  to  East  St.  Louis  have  filed  application  sheets  with  the 
Interstate  Conimerce  Commission  stating  that  Chicago  rates  would 
apply  from  Whiting.  He  contended  that  this  gjue  the  Commission 
sutficient  notice  of  the  rates,  and  that  it  was  the  fault  of  the  Commis- 
sion if  it  failed  to  rcijuire  the  railroads  to  iile  their  tariffs  reading 
from  Chicago  to  points  in  Illinois  in  order  to  show  what  the  rates 
would  be  on  the  interstate  business  moving  into  Illinois  from  {x>ints 
like  Whiting.  It  is  not  necessary  to  discuss  this  contention  here 
furth(M'  than  to  say  that  it  is  the  duty  of  the  railroads  to  send  inter- 
state tariffs  on  their  own  initiative  to  the*  Commission.  The  Interstate 
Commerce^  Act  so  expressly  sj)ecities. 

While,  therefore,  as  early  as  19ni,  the  Chicago,  Burlington  and 
Quincy  Railwav  tiled  with  the  Interstate  Commerce  Commission  a 
taritf  or  application  sheet,  stating  tliat  Chicago  rates  on  all  kinds  of 
commodities  would  apply  from  Wliiting,  this,  and  the  subsequent 
application  siie<Hs  similarly  tiled,  gave  iho  Commission  and  the  pub- 
lic no  information  as  to  what  the  rates  on  oil  actually  were  from 
Whiting  to  East  St.  /Louis.  These  application  sheets  contained  no 
rates  then)selves.  and  thi^  Conunission  and  shippers  would  natui'ally 
infer  that  the  rates  on  oil  applying  from  Whiting  to  East  St.  Louis 
over  the  Chicago.  lUirlington  and  Quincy  Railway  would  be  those 
nauKHl  by  the  Chicago-St.  Louis  Tratlic  Association,  which  was  duly 
ii}c(]  with  the  Commission. 
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The  officers  of  the  Chicago,  Burlington  and  Quincy  Kailway  con- 
tend that  in  VJ04:  the  Interstate  Commerce  Commission  was  given 
more  specific  notice  of  the  tJ-cent  rate.  This  claim  is  based  on  the 
following  facts:  The  railway  issued  in  1903  a  tariff  reading  *'  between 
St.  Louis,  Missouri,  and  Illinois  stations  on  the  C,  B.  &  Q.  R.  11.," 
which  it  duly  filed  with  the  Commission.  (1.  C.  C.  No.  4234.)  This 
tariff  named  no  mtes  between  Chicago  and  St.  Louis,  but  stated  that 
the  same  rates  which  were  published  to  or  from  East  St.  Louis,  plus 
the  St.  Louis  bridge  tolls,  would  be  applied,  and  in  this  connection  it 
contained  a  list  of  tariffs  naming  mtes  between  Chicago  and  East  St. 
Louis.  In  the  original  issue  this  list  did  not  include  any  tariff  naming 
special  rates  on  oil:  but  an  amendment,  effective  February  8,  1904, 
and  filed  with  the  Interstate  Commerce  Commission,  added  the  num 
bers  of  other  tariffs  between  (yhicago  and  East  St.  Louis,  including 
general  freight  order  No.  J  059  of  1904,  which  was  the  issue  of  that 
calendar  year  naming  the  6-cent  rate  on  oil. 

This  issue,  No.  1059,  which  for  the  first  time  was  headed  ''special 
tariff"  instead  of  ''billing  rates,"  was  not,  however,  filed  with  the 
Interstate  Commerce  Commission  until  1906.  The  Conmiission 
merely  had  notice  that  there  was  a  tariff  of  that  number.  The  notice 
did  not  indicate  what  the  rate  was,  nor  even  to  what  commodity  the 
tariff  applied.  It  was  no  more  a  fulfiUment  of  the  requirement  that 
interstate  tariffs  be  filed  with  the  Conmiission  than  was  the  filing  of 
the  application  sheets  already  mentioned,  which  stated  that  Chicago 
rates  would  appl}'  from  Whiting,  without  giving  the  Chicago  rates. 

In  Januarv,  1906,  the  Chicago,  Burlington  and  Quincy  filed  with 
the  Interstate  Connnerce  Commission  its  issue  of  1904,  naming  the  6- 
cent  rate,  a  procedure  which  obviously  gave  no  color  of  authorit}-  for 
its  previous  application. 

PlBLISHED    and    secret     TARIFFS    OF    TFIE     CHICAGO    AND     AlTON 

Railway.— As  has  been  stated,  the  Chicago  and  Alton  Kailway  was  a 
party  to  the  Association  taritF,  under  which  the  fifth-claas  rate  of  18 
cents  would  apply  on  oil  from  Chicago  to  East  St.  Louis.  During 
several  recent  years,  however,  the  Chicago  and  Alton  also  had  printed 
tariffs  naming  a  rate  of  10  cents  to  East  St.  Louis.  These  latter 
tariffs  were  not  filed  with  the  Interstate  Conmierce  Commission,  but 
were  treated  as  State  tariffs,  notwithstanding  the  fact  that  they  applied 
from  Whiting  to  points  in  Illinois.  These  tariffs,  however,  can  not 
be  considered  secret,  since  they  named  rates  on  other  commodities  as 
well  as  on  oil,  and  covered  a  large  number  of  points  of  destination. 

As  far  back  as  1899  the  Alton  issued  such  a  printed  Sbite  tariff  for 
various  commodities,  including  oil.  This  tariff  named  rates  on  othei 
commodities  from  Chicago  to  VmsI  St.  Louis,  and  rates  on  oil  from 
Chicago  and  Whiting  to  numerous  points  in  Illinois  but  not  to  East 
St.  Louis. 
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In  1900,  however,  this  printed  State  tariff  was  amended  by  another 
printed  tariff,  also  applying  on  various  commodities,  which  named  a 
rate  on  oil  in  tanlc  cars  from  Summit — a  junction  point  within  the 
Chicago  switching  limits — to  East  St.  Louis  of  10  cents  per  hundred 
pounds,  with  a  provision  for  applying  the  same  rate  from  Whiting  by 
the  absorption  of  switching.  It  was  continued  by  another  State  tariff 
issued  in  1903,  but  was  canceled  by  an  issue  effective  February  9, 
1904.  From  that  time  until  near  the  close  of  1905  the  only  published 
tariff  of  the  Alton  on  oil  from  Chicago  or  Whiting  to  East  St.  Louis 
was  the  association  tariff,  with  the  18-cent  i-ate. 

The  rates  under  all  these  tariffs  would  presumably  apply  to  Granite 
City,  the  former  being  virtually  a  suburb  of  East  St.  Louis. 

The  printed  State  tjiritfs  of  the  Alton,  already  described,  named  a 
rate  of  9  cents  per  100  pounds  from  Whiting  to  Alton.  This  has 
apparently  been  the  only  published  tariff  rate  from  1899  to  date,  other 
than  the  fifth-class  rate. 

During  all  the  time  that  these  published  tariffs  were  in  force,  down 
to  the  middle  of  1905,  the  Chicago  and  Alton  Railway  was  actually 
charging  the  Standard  Oil  Company  6  cents  per  hundred  pounds  on  oil 
from  Whiting  to  East  St.  Louis,  Granite  City,  and  Alton.  This)  i-ate 
was  authorized  by  "special  billing  oixlers,'"  which  were  issued  annu- 
ally. These  billing  orders  contained  a  statement  that  the  collection 
of  the  freight  was  to  be  made  through  the  auditor's  office  instead  of 
by  the  local  agent  in  the  usual  manner.  The  distinct  implication  of 
this  provision  is  that  the  l)illing  orders  naming  this  rate  were  not 
open  to  the  general  public. 

The  following  is  a  copy  of  ono  of  these  special  billing  orders,  issueil 
Januarv  U  V,KK>: 


SiRM-ial  G.  F.  D.  No.  A  77:3. 
Thk  Cin('A<;«»  <fe  Alton  Railway  Company. 
Traflii-  IVpartnu'iit. 

SPECIAL    BILLING    ORDER. 

I  Taking  effect /mimm/  7,  IffO't. 

I  From (  hituujo.  III. 

\  To Viim,  (iranite  fVt/,  and  East  St.  Louis,  JJL 

!  Via 


j     On IVtrnhnin  and  its  jn-odnrt,<t  (\  L.  in taitk  carit. 

Kate Sir  { r, )  nn tn  pT  inO  U>s. 

Kxpires I)eremfn  r  J  J,  1(H).'>,  iinlt*sH  sormer  revoked. 

CnllfCtinn  to  t„-  made  thnni'fh  Anditnr^n  Oliin>. 
I  Fred  A.  Wann,  (itmraf  Fici(jht  Agent. 

■      Rriiu*nf  <;.   F.   n.  Xo.  A  4i7. 
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It  is  not  known  precisely  how  far  back  this  rate  was  in  force  over 
the  Chicago  and  Alton  Railway,  but  its  officers  state  that  to  the  best 
of  their  recollection  it  w^as  applied  at  least  as  early  as  1896. 

The  special  billing  order  naming  the  6-cent  rate  for  1905,  above 
reproduced,  was  canceled  by  another  special  billing  order  taking  effect 
June  23,  1905,  and  naming  a  rate  of  10  cents  per  hundred  ppunds. 
This  rate  was  not  tiled  with  the  Interstate  Connnerce  Commission 
at  the  time,  but  in  December,  1905,  the  printed  tariff  of  the  Chicago 
and  Alton,  issued  in  1903,  which  included  among  other  rates  a  rate  of 
H>  cents  per  hundred  pounds  on  oil  from  Whiting  to  East  St.  Louis, 
was  filed  with  the  Commission,  and  hence  the  10-cent  rate  is  now  the 
duly  published  rate  of  the  Alton. 

The  Chicago  and  Alton,  like  the  other  milroads  leading  out  from  Chi- 
cago, has  issued  and  tiled  with  the  Interstate  Commerce  Commission 
application  sheets,  stating  that  the  rates  from  Chicago  apply  also  from 
Whiting.  The  application  sheets  of  the  Alton  issued  since  1903  have 
contained  a  list  of  the  tariffs  from  Chicago  which  are  made  applicable 
from  Whiting  and  other  Chicago  rate  points.  The  lists  of  tariffs  thus 
presented,  however,  did  not  include  any  of  the  special  billing  orders 
naming  the  6-cent  mte  to  East  St.  Louis,  nor  even  the  tariffs  which 
named  the  lO-cont  rate.  They  did  include  the  association  tariff,  in 
which  the  18-cent  rate  appeared,  and  this  latter  tariff'  was  on  tile  with 
the  Interstate  Commerce  Commission.  The  only  rate,  therefore,  of 
which  the  Interstate  Connnerce  Conmiission  had  any  notice,  for  ship- 
ments from  Chicago  and  Whiting  to  P2ast  St.  Louis  by  the  Alton,  was 
that  contained  in  this  association  tariff. 

Chicacjo  and  Eastern  Illinois  Kailroad.— The  Chicago  and 
Eastern  Illinois  Railroad  was  also  a  party  to  the  association  tariff  of 
1891>,  already  described,  by  which  the  tifth-class  rate  of  18  cents 
applies  on  oil  from  Chicago  and  Whiting  to  East  St.  Louis. 

Unlike  the  other  two  railroads  which  made  the  low  rates  on  oil, 
however,  the  Chicago  and  Eastern  Illinois  had  tiled  with  the  Interstate 
Commerce  Connnission  two  of  its  tariffs,  naming  such  rates.  The 
tirst  of  these  was  issued  0<»tober  24,  1S94  (effective  October  29, 1894), 
and  named  a  rate  of  6i  cents  from  Dolton,  111.,  to  East  St.  Ix)uis,  but 
provided  for  the  absorption  of  switching  from  Whiting.  In  1895  a 
similar  tariff  was  tiled,  in  which  the  rate  was  6i  cents.  This  tariff  of 
1895  was  canceled  in  1903  by  another  issue  which  named  the  same  rate, 
but  this  was  not  tield  with  the  Connnission,  and  the  Commission  had 
no  notice  of  the  cancellation  of  the  previous  tariff.  In  a  certain  sense 
it  might,  therefore,  be  said  that  the  mie  of  6i  cents  has  been  covered 
throughout  this  period  by  a  tariff  tiled  with  the  Interstate  Commerce 
Commission,  but,  on  the  other  hand,  this  was  not  after  lt*03  the  tariff 
actuallv  in  force. 
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As  is  more  fully  indicated  in  section  \)  below,  it  does  not  by  any 
meats  follow  that  the  tiling  of  these  tariffs,  reading  from  an  unfamiliar 
junction  point  like  Dolton,  with  the  Interstate  (^mmeree  Conmiii^sion 
was  equivalent  to  making  them  effectively  public  and  open  to  the 
knowledge  or  use  of  shippers  other  than  the  Standard  Oil  Company. 

Like  the  other  railroads,  the  Chicago  and  Eastern  Illinois  has  tiled 
with  the  Interstate  Commerce  Commission  application  sheets  stating 
that  the  rates  from  Chicago  on  oil  and  other  conmiodities  apply  also 
from  Whiting.  The  application  sheet  filed  in  1903  contained  a  list  of 
the  tariffs  reading  from  Chicago  which  were  thus  made  applicable  from 
Whiting.  This  list  included  the  number  of  a  printed  tariff  reading 
from  Chicago  but  not  tiled  with  the  Conunission,  an  amendment  to 
which,  issued  in  mimeograph,  was  the  authority  at  that  time  for  the 
6i-cent  rate  of  the  Chicago  and  Ea.stern  Illinois  from  Chicago  to  East 
St.  Ijouis.  It  is  obvious  that  the  tiling  of  this  application  sheet  was  in 
no  sense  a  tiling  of  the  6i-cent  rate. 

The  6i-cent  rate  of  the  Chicago  and  Eastern  Illinois  was  canceled  by 
an  amendment  effective  July  1,  1905,  which  raised  the  rate  to  10  cents. 
This  mte  was  tirst  tiled  with  the  Interstate  Commerce  Commission  in 
January,  1906. 

Section  7.  Movement  of  interstate  traffic  on  the  East  St.  Louis  rate. 

Shipmknts  fkom  Whitinc;  to  points  in  Illinois. — The  plant  of 
the  Standard  Oil  Company  at  Whiting.  Ind.,  is  about  2  miles  from 
the  Indiana-Illinois  State  line,  and  about  17  miles  from  the  center 
of  the  city  of  Cliicao^o.  It  is  obvious  that  a  shipment  of  oil  from  the 
Whiting  plant  to  any  point  in  Illinois  is  actually  an  intei^state 
shipment.  As  has  been  stated,  however,  the  railroad  comjmnies 
which  handled  oil  originating  at  Whiting  and  destined  to  East  St. 
Louis  did  not  tile  their  actual  rates  on  this  business  with  the  Interstate 
Commerce  Commission.  The  same  is  true  in  large  measure  of  the 
rates  of  these  railroads  on  oil  shipped  from  Whiting  to  many  other 
points  in  Illinois.  As  issliown  elsewhere  (Chapter  IV,  page  212),  some 
of  the  unpublished  rates  to  points  in  Illinois  other  than  East  St.  Ix)uis 
are  or  have  been  unreasonably  low,  but  generally  speaking  they  are 
nuich  less  abusivt^  than  the  rates  to  Kast  St.  Louis.  In  most  such  cases, 
moreover,  tiiere  are  no  other  tariU's  duly  tiled  with  the  Interstate  Com- 
merce Commission  from  which  the^c  untiled  rates  depart,  as  was  the 
case  with  the  Kast  St.  Louis  rates.  In  fact  these  untiled  mtes  on  oil 
to  most  Illinois  ))oints  can  not  be  considered  secret,  though  there  are 
sev(M*al  exceptions  aside  from  the  rates  to  Kast  St.  Louis. 

The  olHci^rs  of  the  railroad  companies  which  have  omitted  to  tile 
their  Whiting-St.  Louis  taritl's  usually  admit  that  the  business 
from  Whiting  to  points  in  Illiriois  is,  strictly  speaking,  interstate,  hut 
they  contend  that  the  railroads  generally  have  interpreted  the  law 
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liberally  for  years,  not  only  with  respect  to  oil,  but  with  respect  to 
other  commodities,  and  that  long  usage  and  the  failure  of  the  Inter- 
state Connuerce  Commission  to  protest  against  it  virtually  legalized 
this  interpretation.  The}^  state  that  points  in  Indiana,  like  Whiting 
and  Hammond,  which  are  adjacent  to  Chicago  and  which  always  take 
the  same  i-ates  as  Chicago,  are  looked  upon  by  the  railroads  as  virtuallj^ 
parts  of  Chicago.  It  has,  moreover,  beeji  contended  by  the  officers  of 
some  of  the  railroads  that  the  fact  that  their  tracks  do  not  extend  into 
Indiana,  but  that  they  receive  the  oil  in  Illinois  from  a  switching  rail- 
road, makes  the  business  in  fact  intrastate.  It  is  admitted,  how- 
ever, that  the  oil  actually  moves  in  a  continuous  journey  from  Whiting 
to  destination,  and  that  the  rates  charged  l)y  the  railroads  include 
the  switching  from  Whiting,  so  that  a  single  rate  applies  from  the 
beginning  to  the  end  of  an  actual  interstate  shipment.  To  call  the 
shipments  intrastate  under  these  circumstances  is  absurd. 

The  position  which  the  railroad  companies  have  thus  for  years  taken 
with  regard  to  the  tiling  of  tariffs  applicable  from  Whiting  is  clearly 
untenable,  amounting  as  it  does  to  a  clear  violation  of  the  Interstate 
Commerce  Act,  based  onl}'  upon  a  convenient  but  impossible  fiction. 
There  would  be  less  ground  for  criticism  from  an  economic  stand- 
point if  the  rates  actually  applied  were  reasonable  and  did  not  depart 
from  duly  published  tariffs.  But  the  adoption  of  this  device  ot  *'  State  " 
tariffs  for  evading  publication  of  a  rate  so  manifestly  unreasonable  as 
that  on  oil  from  Whiting  to  East  St.  Louis  can  in  no  wa\'  be  justified. 

Large  volume  of  shipments  from  Whiting  to  St.  Louis 
PROPER. — The  Standard  Oil  Company  has  shipped  enormous  quantities 
of  oil  on  the  6-cent  rate,  which  did  not  even  stop  at  East  St.  Louis,  but 
moved  on  into  other  States.  F^ast  St.  Louis  is  virtually  only  a  gate- 
way. The  Standard  Oil  Company  has  made  exceedingly  large  ship- 
ments to  St.  Louis  proper,  and  all  of  them  have  been  carried  on  the 
nite  of  t)  cents  or  (^i  cents,  with  the  added  bridge  charge  of  H  cents 
per  hundred  pounds.  All  three  of  the  railroads  which  made  these  low 
rates,  the  Chicago,  Burlington  andQuincy,  the  Chicago  and  Alton,  and 
the  Chicago  and  Eastern  Illinois,  have  hauled  large  quantities  of  oil  on 
the  basis  of  this  rate  when  consigned  to  St.  Louis  proi)er.  Much  of  this 
oil  was  desti  ned  to  the  Waters  Pierce  Oi  1  Comf)any ,  and  a  very  large  imm- 
berof  cars  of  gas  oil  were  destined  to  the  Laclede  (ias  Light  Comi>any. 
The  destination  St.  Louis  appeared  on  the  original  waybills  of  hundreds 
of  cars  on  which  the  ser;ret  rate  was  applied,  and  the  Standard  Oil 
Company  prepaid  charges  on  hundreds  of  cars  at  the  rate  of  7i  cents 
or  7}  cents  per  hundred  jwunds,  including  the  East  St.  Ix)uis  rate  and 
the  bridge  charge  to  St.  I^uis. 

Shipments  via  F^ast  St.  Louis  to  other  points. — Most  of  the  oil 
shipped  from  Whiting  to  East  St.  Louis,  except  some  destined  for 
local  consumption  at  East  St.   Louis  or  St.  Louis  ^to^x  vyt  \\\  N>^fc 
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immediate  vieinity,  has  for  years  been  billed  to  the  Waters  Pierce  Oil 
Company,  whicli  is  now  admitted  by  the  Standard  Oil  Company  to  be 
under  its  control.  The  Waters  Pierce  Oil  Company  has  one  or  more 
pipe  lines  under  the  Mississippi  River  from  East  St.  Louis  to  St.  Ix>uid. 
By  means  of  these  pipe  lines  it  could,  if  it  so  desired,  have  unloaded 
at  East  St.  Louis  all  the  oil  destined  to  points  west  of  the  Mississippi 
River,  piped  it  under  the  river,  and  either  distributed  it  locally  at  St 
Louis  or  reloaded  it  and  shipped  it  beyond.  The  allowance  to  the 
Waters  Pierce  Oil  Companv  by  the  railroads  for  piping  the  oil  under 
the  river  is  more  fully  discussed  in  section  14. 

It  is  a  question  which  need  not  be  here  discussed  whether,  if  the 
pipe  line  under  the  river  was  merely  a  device  for  breaking  up  through 
shipments,  the  transportation  of  oil  within  the  State  of  Illinois,  when 
de.stined  for  points  in  other  States  by  way  of  the  pipe  line  and  con- 
necting milroads,  could  be  considered  strictly  intrastate  business.  As 
a  matter  of  fact  hundreds  of  cars  of  oil  shipped  from  Whiting  to  East 
St.  Louis  have  crossed  the  bridges,  or  ferries  there  without  unloading, 
and  been  shipped  on  to  points  throughout  the  Southwest.  This  fact 
appears  clearly  from  a  comparison  of  the  recorded  movements  of  cai-s 
on  the  lines  east  of  St.  Louis  with  the  movements  of  the  same  t^rs  on 
the  lin(\s  west. 

It  is  not  perhaps  entirely  certain  that  the  officers  of  the  lines 
east  of  St.  Louis  were  aware  that  these  cars  were  going  l)eyond 
St.  Louis  proper.  In  no  case  examined  by  the  Bureau  did  the  way- 
bills of  shipments  from  Whiting  as  tirst  made  out  show  a  destination 
beyond  East  St.  Louis  or  St.  I^uis.  On  many  of  the  waybills,  how- 
ever, there  had  been  marked,  subsequently  to  their  original  prepara- 
tion, instructions  for  the  reconsignment  of  the  oil  to  points  l)eyond 
St.  I^ouis. 

The  orti<-ers  of  the  railroads  state  that  they  understand  that  these 
instructions  were  given  to  the  local  agent  at  St.  Louis  by  the  Waters 
Pi(M('(*  Oil  Company,  and  that  the  fact  of  the  reconsignment  by  a 
.shippcM-  other  than  the  original  shipper  -  the  Standard  Oil  CVmipan}' — 
destroyed  the  through  character  of  the  shipments.  However  that  may 
be,  it  is  a  fact  that  the  Standard  Oil  Company  has  continually  shipped 
large  quantities  of  oil  from  Whiting,  Ind.,  through  Illinois  to  points 
'n  Missouri  and  States  farthcM*  to  the  south  and  west,  destined  to  a 

icern  which   the  Standard  itself  controls;  that  such  oil  has  gone 

ough  without  unloading  at  any  place  between  Whiting  and  the  final 
estination:  and  that  on  thes(»  shi])nients,  which  were  to  all  intents  and 
purjM)>cs  through   interstate*  shipments,  a  secn^t  so-called  State  rate 
has  JHM'n  applied  u])  to  East  St.  Louis. 

All  this,  however.  i>  in  a   sense   innnaterial.  since  shipments  from 
Vhiting  to  point>  in  Illinois  are  themselves  interstate,  and  can  law- 
ully  be  carried  only  on   taritls  tiled   with  the  Interstate  Commence 
Jotnaiission, 
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Section  8.  Methods  of  waybilling  and  collection. 

Tlio  desire  to  conceal  the  6  and  6i  cent  rates  on  oil  from  Whiting 
to  F^ast  St.  Ivouis  led  to  the  use  of  blind  hilling  and  false  billing  on 
such  shipments. 

CiiiCAiJO  AM)  Alton  Railroad. — The  Chicago  and  Alton,  as  far 
back  as  the  records  were  examined,  namely,  to  about  the  beginning 
of  li*u;3,  made  a  practice  of  entering  the  publish(»d  tariff  mtes  on  its 
waybills  of  oil  shipped  from  Whiting  to  East  St.  Louis  or  St. 
Louis,  while  collecting  only  the  lower  secret  nites.  From  the 
beginning  of  1908  up  to  May,  11M)4,  the*  nite  entered  on  the  way- 
bills was  10  cents  per  hundred.  This,  it  will  l>e  remembered,  was  an 
open  rate  (though  not  tiled  with  the  Interstate  C'onuuerce  Conunission) 
which  was  in  effect  from  li>0()  to  FVbruary  t*,  11*04.  For  some  reason 
the  local  agent  in  making  out  waybills  did  not  change  the  rate  for  some 
months  after  the  tariff  naming  the  10-cent  rate  was  canceled.  From 
about  June,  1<.M)4,  however,  down  to  June,  ll^^K"),  the  waybills  on  ship- 
ments of  oil  from  Whiting  to  East  St.  I^ouis  were  made  out  at  the 
rate  of  IS  cents  per  hundred  pounds  -  the  tifth-class  rate.  Th(»  freight 
charges  at  these  rates  were  also  shown  on  the  waybills.  The  freight- 
forwarded  abstmcts  of  the  forwarding  station,  which  was  C'happell, 
111.,  the  junction  of  theChicago  and  Alton  with  th(»  switching  line  from 
Whiting,  and  the  freight-received  abstracts  of  the  East  St.  I^ouis  sta- 
tion, also  showed  the  freight  charges  on  these  cars  on  the  basis  of  the 
10  and  IH  cent  rates,  respectively. 

While  the  agent  of  the  Alton  at  Chappell  thus  waybilled  the  ship- 
ments of  oil  and  entered  them  upon  his  accounts  at  the  published  rates, 
he  did  not  himself  collect  the  charges.  Station  agents  charge  them- 
selves with  all  freight  which  appeaiN  as  prepaid  on  the  freight- 
forwarded  abstracts,  and  it  was  therefore  necessary  that  the  agent  at 
Chappell  take  credit  in  some  form  to  offset  the  charges  on  this  oil. 
The  usual  method  of  doing  this  would  be  by  an  agent's  relief  claiuL 
The  agent  would  charge  the  claim  on  his  balance  sheet,  and  would 
send  in  his  original  freight  bills,  uncollected,  as  a  justification  of  it. 
In  order.  how(»ver,  still  more  effectively  to  conceal  the  secret  mtes, 
the  Chicago  and  Alton  instructed  the  agent  at  Chappell  to  charge  up 
an  amount  (Mjual  to  the  freight  at  the  tariff  rates  on  the  oil  shipped  to 
East  St.  Louis,  under  the  item  known  as  'Mulvances  paid  on  freight 
forwarded.''  This  item  is  supiH)se(l  to  cover  payments  made  by  the 
railroad  agent  to  a  connecting  line  for  that  part  of  the  charges  accru- 
ing  up  to  the  connection  on  through  traffic.  In  this  case  the  item  was 
thus  falsifiiKl. 

The  charges  on  this  oil  were  actually  collected  on  semimonthly  sum- 
mary bill>,  ren(h*red  by  the  general  freight  auditor  of  the  Alton  to  the 
Standard  Oil  ComiMiny.  In  connection  with  these  sunmiary  bills  the 
railroad  comjmny  furnished  the  Standard  an  abstract  of  waybills,  show- 
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immediate  vicinity,  has  for  years  been  billed  to  the  Waters  Pierce  Oil 
Company,  which  is  now  admitted  by  the  Standard  Oil  Company  to  be 
under  its  control.  The  Waters  Pierce  Oil  Company  has  one  or  more 
pipe  lines  under  the  Mississippi  River  from  East  St.  Louis  to  St.  Louis. 
By  means  of  these  pipe  lines  it  could,  if  it  so  desired,  have  unloaded 
at  East  St.  Louis  all  the  oil  destined  to  points  west  of  the  Mississippi 
River,  piped  it  under  the  river,  and  either  distributed  it  locally  at  St. 
Louis  or  reloaded  it  and  shipped  it  bejond.  The  allowance  to  the 
Waters  Pierce  Oil  Compan}'  by  the  railroads  for  piping  the  oil  under 
the  river  is  more  fully  discussed  in  section  14. 

It  is  a  question  which  need  not  be  here  discussed  whether,  if  the 
pipe  line  under  the  river  was  merely  a  device  for  breaking  up  through 
shipments,  the  transportation  of  oil  within  the  vState  of  Illinois,  when 
destined  for  points  in  other  States  by  way  of  the  pipe  line  and  con- 
necting milroads,  could  be  considered  strictly  intrastate  business.  As 
a  matter  of  fact  hundreds  of  cars  of  oil  shipped  from  Whiting  to  East 
St.  Louis  have  crossed  the  bridges, or  ferries  there  without  unloading, 
and  been  shipped  on  to  points  throughout  the  Southwest.  This  fact 
appears  clearly  from  a  comparison  of  the  recorded  movements  of  care 
on  the  lines  east  of  St.  Louis  with  the  movements  of  the  same  cars  on 
the  lines  w^est. 

It  is  not  perhaps  entirely  certain  that  the  officers  of  the  lines 
east  of  St.  Louis  were  aware  that  these  cars  were  going  beyond 
St.  Louis  proper.  In  no  case  examined  ))v  the  Bureau  did  the  way- 
bills of  shipments  from  Whiting  as  first  made  out  show  a  destination 
beyond  East  St.  Louis  or  St.  Louis.  On  many  of  tlie  waybills,  how- 
ever, there  had  been  marked,  subsequently  to  th(Mr  original  prepai-a- 
tion,  instructions  for  the  reconsignnxMit  of  the  oil  to  points  beyond 
St.  Louis. 

The  officers  of  the  railroads  state  that  they  imderstand  that  these 
instructions  were  given  to  the  local  agent  at  St.  Louis  })y  the  Waters 
Pierce  Oil  Company,  and  that  the  fact  of  the  reconsignment  }}y  a 
shipper  oth(M*  than  the  original  shipper —  the  Standard  Oil  Company — 
destroyed  the  through  character  of  the  shipments.  However  that  may 
})e,  it  is  a  fact  that  the  Standard  Oil  Company  has  continually  shipped 
large  cjuantities  of  oil  from  Whiting,  Ind.,  through  Illinois  to  points 
in  iMissouri  and  States  fartluM*  to  the  south  and  west,  destined  to  a 
i'oncern  which  the  Standard  it>elf  controls:  that  such  oil  has  gone 
through  without  unloading  at  any  place  between  Whiting  and  the  tinal 
destination:  and  that  on  tliesc  shipments,  which  were  to  all  intents  and 
purposes  through  interstate  shipments,  a  secret  so-called  State  rate 
has  been  api)lic(l  u])  to  East  St.  Louis. 

All  this,  however,  is  in  a  sense  inunaterial,  since*  shipments  from 
Whiting  to  points  in  Illinois  are  themselves  interstate,  and  can  law- 
fnlJy  be  carried  only  on  tariUs  tiled  with  the  Interstate  Commerce 
C  omniission. 
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Section  8.  Methods  of  waybilling  and  collection. 

The  desire  to  conceal  the  6  and  6i  cent  rates  on  oil  from  Whiting 
to  East  St.  I^iiis  led  to  the  use  of  blind  billing  and  false  billing  on 
such  shipments. 

Chicago  axd  Alton  Railroad. — The  Chicago  and  Alton,  as  far 
back  as  the  records  were  examined,  namel}',  to  about  the  beginning 
of  11H)3,  made  a  practice  of  entering  the  published  tariff  rates  on  its 
wa3'bills  of  oil  shipped  from  Whiting  to  East  St.  Louis  or  St. 
Louis,  while  collecting  only  the  lower  secret  rates.  From  the 
beginning  of  1903  up  to  May,  1904,  the  rate  entered  on  the  way- 
bills was  10  cents  per  hundred.  This,  it  will  be  remembered,  was  an 
open  rate  (though  not  filed  with  the  Interstate  Commerce  Conunission) 
which  was  in  effect  from  1900  to  Februar}'  9,  1904.  For  some  reason 
the  local  agent  in  making  out  waybills  did  not  change  the  rate  for  some 
months  after  the  tariff  naming  the  10-cent  rate  was  canceled.  From 
about  June,  1904,  however,  down  to  June,  1905,  the  waybills  on  ship- 
ments of  oil  from  Whiting  to  Ea,st  St.  Louis  were  made  out  at  the 
rate  of  IS  cents  per  hundred  pounds — the  fifth-class  rate.  The  freight 
charges  at  these  rates  were  also  shown  on  the  waybills.  The  freight- 
forwarded  abstracts  of  the  forwarding  sUition,  which  was  Chappell, 
111.,  the  junction  of  theChicago  and  Alton  with  the  switching  line  from 
Whiting,  and  the  freight-received  abstracts  of  the  East  St.  Louis  sta- 
tion, also  showed  the  freight  charges  on  these  cars  on  the  basis  of  the 
10  and  18  cent  rates,  respectively. 

While  the  agent  of  the  Alton  at  Chappell  thus  waybilled  the  ship- 
ments of  oil  and  entered  them  upon  his  accounts  at  the  published  rates, 
he  did  not  himself  collect  the  charges.  Station  agents  charge  them- 
selves with  all  freight  which  appears  as  prepaid  on  the  freight- 
forwarded  abstracts,  and  it  was  therefore  necessary  that  the  agent  at 
Chappell  take  credit  in  some  form  to  offset  the  charges  on  this  oil. 
The  usual  method  of  doing  this  would  be  by  an  agent's  relief  claim. 
The  agent  would  charge  the  claim  on  his  balance  sheet,  and  would 
send  in  his  original  freight  bills,  uncollected,  as  a  justification  of  it. 
In  order,  however,  still  more  effectively  to  conceal  the  secret  rates, 
the  ('hicago  ar»d  Alton  instructed  the  agent  at  Chappell  to  charge  up 
an  amount  equal  to  the  freight  at  the  tariff  rates  on  the  oil  shipped  to 
East  St.  Louis,  under  the  item  known  as  "'advances  paid  on  freight 
forwarded.''  This  item  is  supposed  to  cover  payments  made  by  the 
railroad  agent  to  a  connecting  line  for  that  part  of  the  chargers  accru- 
ing up  to  the  connection  on  through  trafiic.  In  this  case  the  item  wjis 
thus  falsified. 

The  charges  on  this  oil  were  actually  collected  on  semimonthly  sum- 
mary bills,  rendered  by  the  general  freight  auditor  of  the  Alton  to  the 
Standard  Oil  Company.  In  connection  with  these  summary  bills  the 
railroad  company  furnished  the  Standard  aw  a\>s\.Y^v;Voi\N\vN\v^\^.Av^-^- 
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mo;  the  number  and  weight  of  each  car  shipped  during  the  period,  with 
a  recapitulation  of  the  shipments  to  each  consignee,  showing  the  rates 
actually  charged — either  6  cents  on  shipments  terminating  at  Elast 
St.  Louis,  or  7^  cents  on  shipments  destined  to  St.  Louis  proper. 
Ordinarily  the  statements  of  billing  did  not  show  on  their  face  the 
published  tariff  rate  which  had  been  entered  on  the  original  waybills, 
or  the  extension  of  the  freight  charges  on  the  various  cars  at  that  rate. 
Exceptional  cases  where  this  was  done  are  referred  to  in  section  9, 
below,  where  also  is  presented  a  copy  of  one  of  the  collection  bills  and 
of  part  of  the  attached  statement  of  billing. 

The  following  is  a  condensed  copy  of  a  waybill  of  the  Chicago  and 
Alton  ona  shipment  of  oil  from  Whiting  via  Chappell  to  St.  Louis  dur- 
ing June,  1905.  It  shows  the  false  entr^^  of  the  18-cent  rate.  Exam- 
ination of  the  collection  bill  rendered  to  the  Standard  Oil  Company 
for  this  period  shows  that  the  actual  charges  on  this  car  were  (>  cents 
per  hundred  pounds  to  East  St.  Louis,  plus  the  bridge  charge. 


The  Chicago  &  Alton  Railway  Company. 

Date  June  2nd  1905    Series  No.4 

IVa tf-bill  for  frei(/ht  from  Chappell  111  to  East  St  Ix)ui»  111 

Car  Int. 


Murks.     Con- 
Shipper  signee  and 
destination 


I  Rate 

Articles  and      woiaht      ""^^    '  Freight       Ad-        Pre- 
chissiiieation  ^       author-   charges  jvances      paid 

ity    ,  I 


so  Co     Whit-     Boll    Oil     Co  ,  Nai.htha    OK        a^TIW  is  <39  71  '      5  00       m  1\ 

ingliKl    CT        St         Louis  li 

T35«;i     Pro         Mo    <•  o    W.  (    T  T)  00  5  SO 


K.  <'o. 


iW  71  ,  75  51 


Chicaoo  and  East?:kn  Illinois  Uailkoad. — Oil  shipped  from  Whit- 
ing to  East  vSt.  Louis  and  St.  Louis  via  the  Chicago  and  Eastern  Illinois 
was  waybillod  either  by  the  agent  at  Dolton,  ill.  (the  junction 
point  of  the  Chicago  and  Eastern  Illinois  with  the  switciiin^  rail- 
road from  Whitincr).  or  ])y  the  Chica<»()  a<]font.  In  all  cases,  as  far  back 
as  the  records  were  examined  by  the  a^fents  of  the  Bureau,  the  way- 
bills on  these  shipments  were  made  out  without  showinj^  the  rate  of 
freio;lit  or  the  extension  of  the  freight  charoe.  That  is,  they  were 
blind  bills.  The  word  "])aid"  or  ••prepaid"  was  written  on  each  bill. 
Tlu'  local  ati;ent  at  Dolton  or  Chicat^o  then  made  up  a  statement  for 
each  half  month,  showin^r  the  numbers  and  wei<»hts  of  the  cat's,  and 
sent  it  to  the  <^^en<'ral  auditor  of  the  railroad  company  for  collection. 
A  copy  of  thi>  billintif  statement  was  sent  ]>y  the  auditor  to  the  Stand- 
ard Oil  Company  with  a  summary  bill,  called  Ijv  the  railroad  company 
a  collection  voucher,  statin^^  the  amount  of  frei»»ht  chart^^es  due.  In 
somo   (viscs  these  collection  vouchers  show  on  their  face  the  actual 


PI 


.^l»CO 


V 

I 

r 
a 
li 
f 
b 
I 
e 

St 

a 
a 

8< 


190'f 


4iA, 


JL 


5 

t 


>9l-'ni 


Cortact 


.tHo 


I 

AudUedl_ 


>iu  ou  uaui8  u>  nafiHaB  V>itiy^  tet^v^ 


PH01 


O 

>■ 
m 

CI 

.n 
ta 

z 
o 

i 

Sc 

I-    «^ 

•>  £ 

Ik"   0 
3    b. 


Ctmbiiictf  weigM  of  Car  aihI 
Contents  for  En9ino  rating 


i*,tv  H-z^-o^ 


Ste^ 


s 


ViA  OUNCTtON 


Wci^h  tills  Car  at 

Slop  tills  Car  at 

Car  forwarded  en  Card  Wavb;tl  No 


Com>octi»»g  Lir.oK'.fcr-    :•..  Oi'C"'*'-^"     ■'"  '  '''^>  '*'"' ' 
ait'i  Ot  >;-r.al  P'-iint  «.?  b:.  •■''  ■     t. 


M^rft 


Z 
O 


o 
o 


EAST    ST.  LOUIS    RATE.  335 

freitjfht  rate  of  6i  cents  per  hundred  pounds  on  shipments  to  East  St. 
Louis,  or  7i  cents  on  shipments  destined  to  St.  Louis.  In  other  cases 
these  rates  appear,  usually  in  red  ink,  upon  the  copies  of  the  billing 
8tat<3ments,  having  evidently  been  inserted,  however,  not  by  the  local 
agent  but  in  the  auditor's  ofKce.  The  whole  method  of  way  billing  and 
collecting  charges  was  thus  precisely  the  same  as  that  used  by  the 
Chicago  and  Eastern  Illinois  in  connection  with  the  secret  Gmnd 
Junction  rate. 

Herewith  is  presented  a  photographic  reproduction — from  a  copy, 
not  from  the  original — of  one  of  the  collection  vouchers  rendered  to 
the  Standard  Oil  Company  by  the  C'hicago  and  Eastern  Illinois  Rail- 
road Company,  covering  shipments  during  the  first  half  of  December, 

1904.  A  similar  reproduction  of  one  of  the  '^ blind''  waybills  on  oil 
covered  by  this  collection  voucher  is  also  presented. 

Chicago,  Burlin(;ton  and  Quincv  Railroad.— The  Chicago,  Bur- 
lington and  Quincy,  as  far  back  as  the  records  were  examined  by  the 
agents  of  the  Bureau,  namely,  to  l\H)0,  handled  shipments  of  oil  from 
Whiting  to  East  St.  Louis  as  freight  is  ordinarily  handled.  That  is, 
the  Chicago  agent  of  the  railroad  entered  on  the  waybills  the  actual 
rate  of  0  cents  per  hundred  pounds  (plus  H  cents  bridge  charge  if  des- 
tined to  St.  Louis  proper),  with  the  correct  extension  of  the  freight 
charges  at  these  rates.  Collection  of  freight  was  also  made  in  the 
customary  manner  directly  by  the  local  agent  at  Chicago.  The  freight 
abstracts  and  all  the  records  relating  to  these  shipments  showed  the 
actual  rates  and  extensions.  As  shown  in  section  9,  however,  this 
maimer  of  handling  the  tratBc  by  no  means  indicates  that  the  railroad 
company  considered  these  nites  open  and  public. 

Section  9.  Summary  of  evidence  as  to  secrecy  of  the  East  St.  Louis  rate. 

The  officers  of  the  Standard  Oil  Company  have  asserted  that  there 
was  nothing  secret  in  these  low  rates  to  Fkst  St.  Louis,  or  at  lea^st 
that  they  did  not  know  they  were  secret.  The  facts  already  pre- 
sented clearly  refute  this  contention,  yet  by  way  of  summary  tliey 
may  here  be  considered  in  their  direct  Ix^aring  on  the  (luestion  of 
secrecy,  together  with  certain  additional  circumstances. 

In  the  first  place,  the  fact  that  shippers  other  than  the  SUindard  Oil 
Compan}'  (with  the  single  exception  noted  below)  did  not  know  of  the 
nite,  despite  its  existence  for  fifteen  years,  is  alone  sufficient  evidence 
of  its  secrecy.  Had  the  rate  been  known  to  them,  it  would  almost  cer- 
tainly have  raised  immediate  complaint  of  the  great  discrimination  in 
favor  of  Whiting  and  against  competing  refining  points.  It  is  a  curious 
and  suggestive  fact  that  the  officers  of  the  National  Refining  Com- 
pjinv,  one  of  the  most  enterprising  of  the  independents,  when,  during 

1905,  they  souglit  to  secure  from  the  Missouri  Railroad  Conunission  a 
reduction  in  the  oil  rate  from  St.  Louis  to  Kansas  City,  referred  tA 
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the  IS-eent  rate  from  Chicago  to  East  St.  Louis  as  being  lower  than 
the  St.  Louis-Kansas  City  rate. 

The  independent  oil  concerns  would,  perhaps,  have  been  more  likely 
to  ascertain  the  actual  rate  paid  by  the  Standard  if  they  had  themselves 
been  shipping  oil  regularly  from  Chicago  to  East  St.  Louis.  The 
Bureau  has,  however,  learned  of  no  case  in  which  they  have  made 
such  shipments. 

The  examination  of  the  shipments  of  several  months  on  each  of  the 
three  railroads  which  made  the  6-ccnt  mte,  as  well  as  on  the  Illinois 
Central,  disclosed  not  a  single  carload  shipment  of  oil  from  Chi- 
cago, Whiting,  or  adjacent  points  to  East  St.  Ix)uis  by  an}' shipper 
except  the  Standard  Oil  Company  and  its  affiliated  concerns  or  indi- 
viduals. Very  rarely  would  there  be  occjision  under  any  circum- 
stances for  an  independent  concern  to  make  such  a  shipment.  Cer- 
tainly so  long  as  the  shippers  supposed  that  the  rate  was  18  cents  per 
hundred" pounds  they  would  not  make  shipments,  since,  in  all  ceases, 
the  oil  would  originate  at  points  farther  east,  whence  it  could  better 
be  shipped  directly  to  East  St.  Louis.  With  a  single  exception  here- 
after mentioned  the  attention  of  the  Bureau  has  been  called  to  no  case 
in  which  independent  shippers  of  oil  have  asked  the  railroads  to  quote 
a  rate  on  oil  in  carloads  from  Chicago  to  East  St.  Louis. 

Chicago  and  Alton  Kailkoad. — In  the  case  of  the  Chicago  and 
Alton  there  is  conclusive  evidence  of  the  intention  to  keep  the  0-cent 
rate  secret.  This  road  departed  from  its  published  tariffs  even  more 
clearly  than  the  others,  for  while  the  otiiers  Imd  only  published  tariffs 
naming  class  rates  from  Chicago  to  East  St.  Louis,  the  Alton  had 
for  a  time  printed  tariffs  which,  though  not  tiled  with  the  Interstate 
C/ommerce  Commission,  might  hav(i  come  to  the  knowledge  of  any 
shipper,  spcHiHcaily  stating  that  the  rate  on  oil  from  Whiting  to  ?^ist 
St.  Louis  was  lo  cents  per  hundred  pounds,  whereas  the  actual  mte 
charged  was  only  <)  cents. 

The  general  traffic  oihcers  of  this  railroad  admit  that  the  rate  was 
secret,  defending  it  merely  as  ))eing  a  ''State"  rate  and  saying  that 
th(»  i)urpose  was  to  conceal  it  from  othcM*  railroads  and  not  from  ship- 
pers. One  of  th(*  leading  cI(M"ks  in  the  geniMal  freight  departmcMit  of 
the  Alton,  however,  tohi  an  agent  of  the  Bureau  that  his  understand- 
ing was  that  the  T.-cent  rate  was  intended  only  for  the  benefit  of  the 
Standard  Oil  Company,  and  that  had  any  other  shipper  iiujuired  for 
rates  he  would  not  have  (|uot((l  the  »*>-cent  rate.  As  a  matter  of  fact, 
in()cto))er,  11)0.^.  even  after  the  actual  rate  charged  to  the  Standard 
was  rai>ed  from  ♦!  to  lo  cent>,  "nut  before  the  taritf  naming  the  latter 
rate  had  Immmi  liled.  tlie  Chicago  local  station  of  tln^  Alton  ([noted  thi* 
IS-cent  nite  to  a  coinju'titor  in  response  to  a  telephone  recjuest  for 
the  rate  from  Chicago  to  East  St.  Louis. 
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The  statement  of  some  of  the  Alton's  representatives  that  the 
desire  was  merely  to  conceal  the  rates  from  other  railroads  and  not 
from  other  shippers  is  highly  improbable.  The  (Chicago  and  Alton 
officials  knew,  as  they  admit,  that  the  Chicago,  Burlington  and  Quincy 
was  making  the  same  rate.  They  must  have  known  that  the  Chicago 
and  Eastern  Illinois  was  handling  large  shipments  from  Whiting  to 
East  St.  Louis,  and  that  it  must  therefore  have  had  practically  the 
same  rate.  With  these  three  railroads  all  carrying  oil  at  substantially 
6  cents  per  hundred  pounds,  there  could  be  little  object  in  concealing 
the  rate  from  the  Wabash  and  the  Illinois  Central,  the  other  direct 
routes  between  Chicago  and  East  St.  Louis,  or  from  the  Santa  Fe 
and  the  Rock  Island,  which  could  only  handle  the  traffic  with  the 
help  of  connecting  lines.  A  clerk  in  the  office  of  the  Illinois  Central, 
in  fact,  stated  to  an  ageot  of  the  Bureau  of  Corporations  that,  while 
the  Illinois  Central  had  had  no  rate  on  oil  from  Chicago  to  East  St. 
Louis  except  the  fifth-class  rate  of  18  cents  per  hundred  pounds,  he 
understood  that  this  was  merely  a  ^^  paper  rate,"  and  that  other  rail- 
roads were  handling  the  oil  much  more  cheaply. 

Even  aside  from  the  admission  by  the  officers  of  the  Alton  that  the 
♦>-cent  rate  was  secret,  the  care  with  which  they  refrained  from  show- 
ing it  on  their  ordinary  records  would  tend  strongly  to  prove  that  it 
was  meant  to  be  kept  from  all  shippers  but  the  Standard  Oil  Company. 
False  billing  at  the  published  tariff  rates  and  falsification  of  the 
accounts  of  a  local  agent  to  balance  the  false  billing  are  such  extreme 
measures  that  they  would  not  be  employed  except  with  the  intent  of 
preventing  other  shippers  from  learning  the  true  rate. 

The  officers  admit  that  neither  the  local  agent  at  Chappell  nor  the 
agent  at  Chicago  nor  the  agent  at  East  St.  Louis  had  copies  of  the 
billing  orders  naming  the  6-cent  rate,  or  knew  what  the  rate  was. 
Obviously,  therefore,  if  an}^  shipper  had  asked  the  local  agents  for 
the  rate  to  East  St.  Louis  he  would  have  been  falsely  informed.  It 
is  true  that  in  June,  1905,  when  the  Bureau  of  Corpoi'ations  asked 
for  the  rate  from  Chicago  to  East  St.  Louis  the  officers  of  the  traffic 
department  of  the  Chicago  and  Alton  promptly  replied  that  it  was  6 
cents  per  hundred  pounds;  but  this  is  no  evidence  that  the  rate  was 
open.  The  same  inquiry  was  addressed  at  the  same  time  to  the  Bur- 
lington, and  met  with  the  same  response.  Officers  of  the  Chicago  and 
Eastern  Illinois  state  that  there  was  a  meeting  as  a  result  of  these 
inquiries  and  that  all  three  of  the  railroads  agreed  to  raise  the  rate  at 
once.  Evidently  they  did  not  care  to  run  the  risk  of  giving  a  false 
reply  to  a  direct  in(|uiry  which  would  be  likely  to  be  followed  by 
further  investigation. 

Chicago  and  F^astern  Illinois  Railkoad. — The  situation  of  the 
Chicagoand  Eastern  Illinois  is  somewhat  different  from  that  of  theother 
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railroads,  because  tariffs  naming  special  rates  on  oil  were  filed  by  it 
with  the  Interstate  Commerce  Commission  in  1894  and  again  in  1895^ 
the  latter  containing  the  rate  of  6i  cents.  Nevertheless,  the  proof  is 
clear  that  the  intention  was  to  keep  the  rate  secret  as  far  as  possible, 
and  while  perhaps  conforming  to  the  letter  of  the  law,  to  evade  its 
spirit. 

A  general  traffic  officer  of  the  Chicago  and  Eastern  Illinois^  when 
asked  by  an  agent  of  the  Bureau  regarding  the  East  St.  Louis  rate, 
admitted  that  it  was  a  "'semiprivate-'  rate.  He  apparently  did  not 
even  know  that  a  tariff  naming  it  had  ever  been  tiled  with  the  Inter- 
state Commerce  Commission;  otherwise  he  would  certainly  have  called 
attention  to  the  fact,  even  though  the  tariff  so  tiled  in  1895  was  not 
then  in  force,  but  had  been  canceled  by  an  issue  of  1903  which  named 
the  same  rate  and  which  was  not  tiled.  This  officer  stated,  like  those 
of  the  Chicago  and  Alton,  that  the  purpose  of  this  "  semiprivacy  "' 
was  not  so  much  to  conceal  the  rate  from  competitors  of  the  Standard 
Oil  Company  as  from  other  railroads.  He  virtually  admitted,  how- 
ever, that  the  rate  to  East  St.  Louis  might  not  have  been  quoted  to 
independent  oil  shippers,  but  contended  that  if  no  such  shipper  had 
ever  actually  paid  a  higher  rate  there  was  no  illegal  discrimination. 

It  is  more  than  doubtful  whether  any  shipper  but  the  Standard 
would  have  got  the  mte.  In  the  tirst  place,  it  may  be  noted  that  the 
two  tariffs  of  the  Chicago  and  Eastern  Illinois  naming  the  6i  and  the 
6i  cent  rates  to  East  St.  Louis,  which  were  tiled  with  the  Interstate 
C'ommerce  Commission,  read  from  Dolton,  111.,  and  not  from  Chicajjo. 
Tlicv  provided  for  the  absorption  of  switching  on  shipments  from 
Whiting,  Ind.,  but  said  nothing  whatever  iil)()ut  Chicago. 

Had  a  would-be  shipper  of  oil  from  Chicago  or  its  suburbs  examined 
the  Hies  of  the  Interstate  Commerce  Conimission  to  ascertain  rates  to 
East  St.  Louis,  it  would  not  have  occurred  to  him  to  look  for  the  rate 
from  an  obscure  junction  point  like  Dolton,  which,  under  ordinary 
practice,  would  take  the  same  rates  as  Chicago  to  all  points.  He 
would  have  looked,  naturally,  for  the  rate  from  Chicago  or  from 
Whiting.  Similarly,  if  he  had  addressed  an  incjuiry  to  the  general 
officers  or  to  the  local  agent  of  tlie  railroad,  it  would  not  have  covered 
Dolton. 

To  show  how  easily  this  might  oecur:  An  indc^pendent  jobber  of  oil 
at  Cliicago,  in  OctolxM'.  llMj.*),  in  the  presence  of  an  agent  of  the  Bureau, 
asked  the  local  rate  chM'k  of  the  Chicago  and  Eastern  Illinois  at 
Chicago  to  (piote  rates  from  Chicago  to  Momence  and  Benton,  111. 
lie  was  named,  over  tin*  tclephont',  the  regular  Hfth-class  rates — 11.2 
ccMits  to  Momence  and  15. s  cents  to  Benton- -whereas  the  railroad  had 
a  taiifi.  tiled  with  the  Int<'rstate  Conunerce  Commission,  from  Dolton, 
within  the  Chi("ago  *•  switching  limits,"  naming  a  rate  to  Momence  of 


EAST    ST.  LOUIS   RATE.  339 

8  cents  and  to  Benton  of  10  cents,  both  rates  applying  also  from 
Whiting,  which  is  supposed  to  take  the  same  rates  as  Chicago. 

All  this  goes  to  show  that  the  filing  of  rates  with  the  Interstate 
Commerce  Commission  doe^  not  alone  give  them  adequate  publicity. 
Itate.s  may  be  made  to  read  from  unusual  and  improbable  points  so 
that  the  ordinary  shipper  could  not  be  expected  to  ascertain  them. 

It  is  true  that  the  tariff  of  1908,  which  canceled  the  previous  issues 
but  named  the  same  rate  to  East  St.  Louis,  read  both  from  ('hicago 
and  from  Dolton;  but  this  tariff,  as  has  been  pointed  out,  was  not 
not  filed  with  the  Interstate  Commerce  Commission. 

As  to  compliance  with  the  other  requirement  of  the  law  which 
seeks  to  secure  publicit\^  of  milroad  rates — that  tariffs  shall  be  con- 
spicuously posted  in  the  oftices  of  the  local  stations  from  which  they 
apply — it  is  impossible  to  obtain  definite  proof.  This  requirement 
is  frequently  negle<*ted,  either  intentionally  and  with  the  purpose  of 
concealing  rates  or  merely  to  save  trouble.  The  records  of  the  Chicago 
and  Eastern  Illinois  state  that  the  local  agent  at  the  Chicago  station 
and  the  local  agent  at  the  Dolton  station  were  both  furnished  copies 
of  the  tariff  of  1908  naming  the  Hi-cent  rate  to  E^st  St.  Ix)uis,  but 
this  fact  does  not  prove  that  the  tariffs  were  posted  or  that  the 
agents  were  authorized  to  name  the  rates  to  shippers  other  than  the 
Standard  Oil  Company. 

A  further  indication  of  the  secrecy  of  the  6i-cent  rate  of  the  Chi- 
cago and  Eastern  Illinois  is  this:  In  October,  1905,  a  special  agent  of 
the  Bureau  of  Corporations  submitted  to  the  general  traflSc  ofticers  of 
this  railroad  a  schedule  calling  for  the  rates  in  force  from  Whiting 
to  various  points  as  of  date  December  15,  1904.  In  filling  out  this 
schedule  the  rate  to  East  St.  Louis  was  ent<?red  as  10  cent.s  per  hun- 
dred pounds.  The  agent  of  the  Bureau  inquired  whether  this  rate 
had  actualh'  been  in  effect  continuously,  thus  indicating  his  suspicion 
that  it  had  not  been  in  effect  December  15,  1904;  whereuixm  the  true 
rate  was  disclosed. 

Chicago,  Bt rlingtox  and  Ql  incy  Railroad. — The  general  freight 
agent  of  this  railroad,  asserts  that  the  O-cent  rate  on  oil  from 
Chicago  to  East  St.  Louis  was  not  intended  to  be  a  secret  rate, 
and  that  it  would  have  l)een  given  to  any  shipper  who  might  have 
offered  traffic.  In  supiK)rt  of  this  contention  it  may  be  argued  that 
the  billing  orders  and  special  tariffs  of  the  Chicago,  Burlington  and 
Quincy  naming  the  ♦J-cent  rate  contain  on  their  face  a  statement  that 
the  rate  should  be  given  to  all  shippers.  This,  however,  is  obviously 
inconclusive.  The  railroad  comj>any  may  have  relied  upon  the  strong 
probability  that  no  shipper  other  than  the  Standard  Oil  Company 
would  ever  even  inquire  regarding  the  rat^s  from  Chicago  and 
Whiting    to  East  St.  Louis,  or  that    if   such  inquiry  were  made  it 


340  TRANSPORTATION    OF    PETROLEUM. 

would  be  addressed  to  the  general  freight  agent  rather  than  to  the 
local  agent.  The  fact  that  the  issues  naming  the  6-cent  rate  were 
not  called  tariffs,  but  '^billing  rates,"  and  the  fact  that  they  were  not 
tiled  with  the  Interstate  Commerce  Commission,  show  that  the  railroad 
company  aimed  to  keep  the  rate  secret. 

The  officers  of  the  Standard  have  urged  that  the  fact  that  the 
Chicago,  Burlington  and  Quincy  did  not  resort  to  any  secret  device  of 
waybilling  or  accounting  to  conceal  the  rate  shows  that  it  was  not 
meant  to  be  secret,  and  that  it  must  have  l)een  known  at  least  tea  large 
number  of  the  employees  of  the  road.  It  is  not  the  custom  of  railway 
employees,  however,  to  divulge  the  business  of  their  companie.s,  nor 
are  the  records  of  billing  and  accounting  open  to  the  public.  The 
Bureau  has  discovered  not  a  few  other  cases  where  rates,  though 
actually  entered  on  wa^ybills,  were  absolutely  secret. 

Over  against  these  contentions  as  to  the  open  character  of  the  rate 
must  be  put,  in  the  first  place,  the  fact  that  when,  several  months 
after  the  t)-cent  rate  had  been  abolished  b\^  the  Chicago,  Burlington 
and  Quincy,  the  Bureau  of  Corporations  asked  the  company  for  the 
rates  which  had  been  in  force  in  December,  1904,  from  Whiting  to 
various  destinations,  a  statement  was  furnished  which,  while  it  showed 
the  correct  rate  of  6  cents  to  East  St.  Louis,  showed  also  that  an  era- 
sure had  been  made  before  entering  this  rate. 

Again,  during  Octolx»r,  1905,  at  the  request  of  an  agent  of  the 
Bureau,  an  independent  oil  jobbing  concern  in  Chicago  telephoned  to 
the  local  Chicago  agent  of  the  Chicago,  Burlington  and  Quincy  ask- 
ing the  rate  on  oil  in  carloads  from  Chicago  to  East  St.  Louis.  The 
quotation  given  was  18  cents  per  hundred  pounds,  the  regular  tifth- 
class  rate.  At  this  time  the  rate  actually  being  applied  was  10  cents 
per  hundred  pounds,  and  the  tariff  of  the  Chicago,  Burlington  and 
Quincy  naming  this  rate  read  directly  from  Chicago  and  stated  on 
its  face  that  the  rate  was  to  !>e  given  to  all  shippers.  This  tariff 
had  not,  however,  been  Hied  with  the  Interstate  Commerce  Commis- 
sion, and  it  was  apparently  considered  (|uite  as  much  a  secret  tariff 
as  that  which  had  named  the  0-ceiit  rate. 

Finally,  the  fact  that  the  Chicago  and  Alton  and  the  Chicago  and 
Eastern  Illinois  railroads  took  such  pains  to  conceal  it  leads  to  the 
bern^f  that  the  officers  of  the  Chicago,  Burlington  and  Quincy  also 
treat(Kl  the  ♦J-cent  rate  as  secret,  i^ven  if  they  did  not  take  the  same 
special  precautions  to  k(M»p  it  secret  which  the  other  railroads  did. 

Section  10.  Complicity  of  the  Standard  Oil  Company  in  secrecy. 

Tli(»  traffic  manager  of  th(^  Standard  Oil  Company  stated  that  the 
Standard  had  always  assumed  that  the  P'.ast  St.  Louis  rates  of  the 
Alton,  tJH^  Burlington,  and  the  Chicago  and  Eastern  Illinois  were 
c/)tii(^Iy  open  and  would  be  available  to  any  shipper.     He  said   that 
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the  Standard  Oil  Company  was  under  no  obligation  to  see  to  it  that 
the  railroad  companies  filed  their  tariffs  with  the  Interstate  Commerce 
Commission.  If  the  railroads  saw  fit  to  adopt  the  theory  that  ship- 
ments from  Whiting  to  East  St.  I^ouis  could  properly  be  carried  on 
State  tariffs  not  filed  with  the  Commission,  it  was  not  for  the  Standard 
to  question  the  propriety  of  this  attitude. 

This  official  claimed  further  that  the  officers  and  employees  of  the 
Standard  Oil  Company  had  no  way  of  knowing  whether  the  railroad 
companies  were  trying  to  keep  the  rate  secret  or  not.  If  they  were, 
he  said,  it  was  obviously  for  the  purpose  of  concealing  the  rates  from 
competing  railroads,  and  was  not  done  at  the  instance  of  the  Standard 
Oil  Company.  He  added  that  he  and  the  other  traffic  officers  of  the 
Standard  did  not  know  that  the  oil  shipped  by  the  Alton  from  Whit- 
ing to  VjSlhI  St.  Ix)uis  was  being  falsely  waybilled.  He  claimed  also 
not  to  have  definite  knowledge  that  the  Chicago  and  Eastern  Illinois  was 
blind-billing  this  oil,  but  added  that  if  it  were  doing  so  that  would  not 
necessarily  be  an  indication  of  a  secret  rate.  Finally,  he  urged  that 
the  Chicago,  Burlington  and  Quincy  Railroad  had  billed  the  oil  in  the 
usual  manner  at  the  H-cent  rate  and  collected  the  charges  in  the  usual 
manner,  and  that  this  would  properly  l^e  considered  by  the  Standard 
Oil  Company  as  an  indication  not  only  that  the  Burlington  was  treat- 
ing the  rate  as  open,  but  that  the  other  railroads  must  be  doing  so 
also. 

There  can  be  no  doubt,  however,  that  the  Standard  Oil  Company  was 
in  complicity  with  the  railroads  in  seeking  to  keep  the  East  St.  Louis 
rate  secret.  As  already  stated  in  Chapter  VI  clear  evidences  of  such 
collusion  with  reference  to  the  Grand  Junction  and  the  Evansville  rates 
were  found  in  the  correspondence  files  of  the  Chicago  and  Eastern 
Illinois  llailroad.  The  employees  of  this  company  stated  that  the 
correspondence  file  relating  to  the  East  St.  lyouis  tariffs  had  been 
lost,  but  that  they  supposed  it  contained  the  instructions  for  blind 
billing. 

The  fact  that  the  Standard  would  obviously  be  the  chief,  if  not  the 
only,  l>eneficiary  of  such  secrecy  is  alone  a  very  strong  indication  that 
the  rate  to  East  St'.  Louis  was  kept  secret  at  the  instance  of  the 
Standard.  There  are,  however,  other  proofs  of  a  less  inferential 
character. 

(1)  The  traffic  department  of  the  Standard  Oil  Company  certainly 
had  copies  of  the  tariffs  of  the  Chicago  and  Alton  lijiilway  which 
specifically  named  a  rate  of  10  cents  on  oil  from  Whiting  to  Fiist 
St.  Louis  at  a  time  when  the  actual  charge  was  i\  cents.  These 
same  tariffs  named  rates  which  were  being  U8ed  to  many  other  places 
in  Illinois,  and  the  Standard,  which  always  keeps  well  informed  as  to 
rates,  must  have  had  them  for  use  in  connection  with  its  shipmeuts>, 

(2)  The  Standard  Oil   Company  had  cop\ea  ol  \X\^  ^^^^x^  X^^vcv*^ 
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orders  of  the  Burlington  and  the  Alton  naming  the  fi-cent  rate,  and 
the  peculiarity  of  their  terms  at  once  calls  attention  to  the  irreg- 
ularity of  the  i*ate.  They  were  clearly,  on  their  face,  not  regular 
taritTs,  and  the  issues  of  the  Alton  provided  for  an  unusual  method  of 
collecting  the  charges. 

(3)  The  traffic  oflScers  of  the  Standard  Oil  Compan\'  mu^t  have 
known  that  the  Chicago  and  Eastern  Illinois  Railroad  wai>  blind  billing 
the  oil  to  East  St.  Louis,  though  they  may  not  have  seen  the  ai^tual 
waybills.  The  rate  and  the  freight  charges  were  not  shown  on  the 
statements  of  billing  which  were  rendered  to  the  Standard  each  half 
month  in  connection  with  the  collection  vouchers,  as  they  would  have 
been,  in  all  probability,  had  the  waybills  shown  them.  While,  as 
shown  in  Chapter  1,  blind  billing  is  sometimes  used  without  any  design 
of  concealing  rates,  it  is  much  oftener  intended  for  that  purpose,  and 
the  officers  of  the  Standard  Oil  Company  knew  that  fact.  Moreover, 
the  evidence  in  Chapter  VI  shows  that  the  officei*s  of  the  Standard 
were  a  party  to  the  adoption  of  blind  billing  for  shipments  over  the 
same  railroad  from  Chicago  to  Grand  Junction,  where  the  purpose 
was  very  clearly  to  conceal  the  mte. 

(4)  The  mere  fact  that  both  the  Chicago  and  Eastern  Illinois  and 
the  Chicago  and  Alton  collected  their  freight  charges  on  oil  from 
Whiting  to  East  St.  Louis  by  the  unusual  method  of  presenting  a  sum- 
mary bill  through  the  auditors  office,  insti^ad  of  by  the  usual  method 
through  the  local  agent,  would  show  the  Standard  Oil  Company  that 
the  railroads  were  keeping  the  rates  secret.  This  method  of  collection 
was  used  on  shipments  to  East  St.  Louis,  Evansville,  and  Grand  Junc- 
tion, and  on  such  shipments  only;  and  it  has  beiMi  shown  elsewheie 
that  i\w  officers  of  the  Standard  Oil  Company  knew  that  the  Evan>- 
viile  rate  and  the  Grand  Junction  rate  were  secret.  On  all  the  num- 
berless shipments  by  the  Standjinl  from  Whiting  the  records  of  the 
railways  (examined  by  the  Bureau  of  Corporations,  which  included 
most  of  the  systems,  showed  no  casi*  wliere  freight  charges  wei-e  col- 
lected through  the  auditor's  office  except  on  shipments  under  these 
secret  rates  to  East  St.  Louis,  Evansville,  and  (rrand  Junction. 

(;'))  Against  tiie  statement  that  the  officers  of  the  Standard  Oil  Com- 
pany did  not  know  that  the  Chicago  and  Alton  was  billing  oil  falsely 
stands  the  fact  that  billing  statements  rendered  to  the  Standaixl  Oil 
Coinj)aiiy  showed  the  taritl*  rates  in  certain  cases.  The  statements  of 
billing  in  connection  with  the  semimonthly  <ollection  bills  did  not 
usually  show  the  rates  at  which  the  oil  hud  been  way  billed.  The 
statement  of  billing  foi*  the  second  half  of  Felu'uary,  1903,  however, 
as  shown  by  the  {)i*ess  copy  in  the  office  of  the  Alton,  did  show  on  its 
face  the  pubiislied  rate  of  lo  cents  [un'  hundred  pounds,  with  the 
extension  of  freight  charges  at  that  rate  opposite  each  car  num- 
ber.     The  very  page  of  this  billing  statement  on  which  the  actual 
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freight  charges  were  computed  at  0  cents  per  hundred  showed  also  an 
abstract  of  the  wa\^bilis  of  some  of  these  cars  at  the  10-cent  rate.  A 
copy  of  the  page  referred  to  is  given  }>elow,  together  with  a  copy  of 
the  corresponding  collection  bill. 


The  Chic.\go  &  Alton  Railway  Company. 
STATEMENT  OF  BILLING   FROM  CHAPPELL  TO  E.  ST.  LOUIS. 


Date. 

Way- 
bill 
No.- 

192 
203 

Car 
No.- 

5448 

5185 

Consignee.              Destination.    Articles.   Weight.  |  Rat€.  Prepd. 

1 
Adv. 
chgs.  1 

[Il- 
legi- 
ble.] 

Ober  Neater  Gla.«w  Co.    E.  St.  Louis. .    Oil 28,960        10      28.% 

do do ....do...     •28,896  1      10       28.89 

3.50 
3.50    1 

■    •                                                57,856  ' 57.85 

1 

7.00 

RECAPITULATION  FEB'Y.  1903.  STANDARD  OIL  CO. 

1 

1 

« 

PIumW. 

Ill.cJlassCo Alton ' 2*4,925'        6 

Am.  Steel  Fdy.  Co Granite  City. 2:U,519  ,       6 

Waters  P.  Oil  Co E.  St.  Louis  .. ' 39,008  |        6 

RepublicO.  Co St.  Louis j 48,000  |     a6 

Ober  Nester  G.  Co E.St.  I^mis 57,856          6 

j 

'                      611,308          6     366.78 
1                   1                             ;    ft  9. 00 

1 

,                                     1            j  375.78 
50  per  car.                      ^  Plus  f4.50  per  car  swg.  Republic  0.,  2  cars. 

' 

[Collection  bill.] 

Remit  to  Please  quote  audit  nuni- 

11.  E.  R.  Wood,  Aaeistant  Treasurer,        \yer  when  reuniting. 
Chicago,  IH. 

Stamianl  Oil  Coin|>any.  Audit  No. 

Address,  Chicago,  111.  Dept.  No.  

Creiiit,  .  Month,       

To  The  C'iik  ago  &  Alton  Railway  Company,  Dr. 
1<K)3. 
Mch.  14.  For  freight  charges  on  oil,  February,  1903,  as  i)er  statement 

attache^l  '. $375.  78 

Pd.  3/17/03. 
Correct: 

J.  II.  Howard,  rhj.  Clk.  Frt.  AccU, 
If  an  error  be  fouml  in  this  bill,  return  with  all  {>ai>er8  to  auditor,  Chicago,  111. 


The  billing  statement  for  the  first  half  of  March,  li^03,  was  similar 
in  form,  except  that  some  of  the  entries  of  rates  and  of  charges  on 
the  basis  of  10  cents  per  hundred  had  l)een  struck  through  with  a  pen; 
there  were  others  which  were  left  unchanged.  Again,  for  Septeml)er, 
liK)3,  a  statement  of  billing  was  rendered  whkVi  ^Vvo-w^  o\Jvo^\Kfe  ^'^^^^ 
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car  the  rate  of  10  cents  per  hundred,  although  the  freight  charges  were 
not  extended  at  that  rate;  the  actual  freight  collected  was,  as  usuaU 
6  cents  per  hundi-ed.  An  intelligent  traflSc  oflBcer  of  the  Standard  Oil 
Company  could  not  fail  to  know  from  these  papers  that  the  Alton  bad 
billed  oil  at  10  cents  while  collecting  at  6  cents. 

(6)  The  traffic  manager  of  the  Standard  Oil  Company,  in  support  of 
his  contention  that  the  6-cent  rate  from  Whiting  to  East  St.  Louis 
was  not  secret,  stated  that  a  similar  rate  had  been  used  some  years 
ago  l)y  the  Indiana  Pipe  Line  and  Refining  Company,  a  concern  for- 
merly owned  by  the  Cudahy  interests.  As  a  matter  of  fact,  this  cir- 
cumstance only  goes  to  confirm  the  assertion  that  the  rate  was  secret. 
A  former  officer  of  the  Indiana  Pipe  Line  and  Refining  Company 
admits  that  several  years  ago  that  company'  had  a  rate  from  Kanka- 
kee, 111.,  the  western  terminus  of  its  pipe  line,  to  Elast  St.  Louis  of  5 
cents  per  hundred  pounds;  or,  adding  the  bridge  charge  across  the 
Mississippi  River,  a  rate  from  Kankakee  to  St.  Louis  of  6i  cents 
But  he  stated  that  this  rate  was  obtained  only  because  one  of  the  em- 
ployees of  the  concern  had  previously  been  employed  by  the  Stand- 
ard Oil  Company  and  knew  of  the  secret  favors  obtained  by  the 
latter  from  railroads  leading  out  of  Chicago.  Because  of  this  knowl- 
edge, the  Indiana  Pipe  Line  and  Refining  Company,  according  to  this 
representative,  was  in  a  position  to  threaten  exposure  if  it  was  not 
granted  the  same  favors.  The  fact  that  the  Cudah}^  interests  were 
large  shippers  of  other  freight  which  they  could  divert  from  lines 
refusing  to  meet  this  demand  was  also  a  consideration. 

In  this  connection  it  is  interesting  to  note  that  the  Indiana  Pipe 
Line  and  Refining  Company's  refinery  at  Kankakee  was  only  just  com- 
pleted when  it  was  purchased,  ostensil)ly  by  an  English  concern,  which 
at  once  dismantled  it.  Little  seems  to  be  known  alxnit  this  English 
company,  but  the  former  officers  of  the  Indiana  company  believe  it 
was  only  a  cloak  for  the  Standard  Oil  Company.  It  is  exceedingly 
difficult  to  understand  why  a  genuine  English  concern  should  buy  an 
American  refinery  for  the  j)urj)ose  of  dismantling  it.  Whoever  the 
real  purchasers  may  have  been,  the  fact  is  that  the  Indiana  Pipt*  Line 
and  Refining  Company  ceased  to  1h»  a  comp(^titor  of  the  Standard. 

(7)  Finally,  as  an  c^videnci^  that  the  Stan<lard  Oil  Company  consid- 
ered the  rate  from  Whiting  to  East  St.  Louis  secret,  stands  the  fact 
that  in  IJMil  it  reported  to  the  United  States  Industrial  Commission  a 
higher  rate  from  Wliiting  to  Little  Hock,  Ark.,  than  could  \w  nuide  by 
the  secret  c()ml>ination  l)ased  on  St.  Louis.  This  (juotation  of  the  nite 
to  Little  Kock  was  made  in  August.  P.Mil,  in  a  ta})le  of  rat(*s  fur- 
nished by  the  Standard  Oil  Conij)any.  through  Mr.  John  D.  ArchboUU 
in  rei)ly  to  the  recjuest  of  the  Industrial  Conunission.  The  i*ate 
(juoted  was  yA)\  cents,  while  by  combining  the  secret  fi-cent  rate  from 
Whiting  to  East  St.  Louis  with  the  rate  from  St.  Louis  to  Little  Roi-k 
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a  total  charge  of  26  cents  was  actually  being  paid.  It  should  be 
added  that  the  Bureau  has  been  unable  to  discover  any  published  tariff 
authority  for  the  rate  of  30^  cents  quoted  by  the  Standard  Oil  Com- 
pany, though  at  that  time  the  Chicago  and  Alton  had  in  a  printed  but 
untiled  tariff  a  mte  of  10  cents  from  Whiting  to  East  St.  Louis,  which 
would  make  the  through  rate  to  Little  Rock  30  cents. 

These  considerations  make  it  certain  that  the  Standard  Oil  Company 
knew  that  the  railroads  were  seeking  to  conceal  the  6-cent  rate.  The 
fact  that  the  Chicago,  Burlington  and  Quincy  was  handling  the  billing 
in  the  usual  manner  would  not  indicate  the  conti-ary  to  them.  Nor, 
for  the  reasons  assigned  in  section  9  above,  does  the  argument  that 
the  officers  of  the  Standard  Oil  Company  would  naturally  assume  that 
such  secrecy  was  intended  simply  to  conceal  the  rate  from  other  com- 
peting railroads  and  not  from  competitors  of  the  Standard  possess 
any  force.  It  is  onl}^  reasonable  to  believe  that  the  whole  scheme  of 
the  6-cent  rate,  including  both  the  failure  to  file  the  tariffs  with  the 
Interstate  Commerce  Commission  and  the  secret  methods  of  billing, 
was  devised  with  the  knowledge  and  at  the  suggestion  of  the  Standard 
Oil  Company,  and  primarily  for  the  pui'pose  of  concealing  the 
extraordinarily  low  rates  from  its  competitors. 

n.  GENEBAL  BATE  CONDITIONS  IN  SOUTHWESTEBN  TEBBITOBY. 

Section  11.   Failure  of  southwestern  lines  to  prorate  on  oil. 

Kates  on  the  Standard  Oil  Company's  shipments  into  a  very  large 
proportion  of  the  Southwestern  States  have  been  based  on  the  secret 
rate  of  6  cents  from  Whiting  to  East  St.  Louis.  Into  most  of  this 
territory  no  through  rates  on  oil  are  named  from  Chicago  or  from 
points  east  of  Chicago,  but  the  rates  must  be  made  up  by  combination 
Imsed  on  St.  Ix)uis.  There  are  other  sections  which  have  through 
rates  from  Chicago,  usually  only  5  cents  higher  than  the  rates  from 
St.  Louis.  On  shipments  to  such  points  the  Standard  Oil  Company  if 
it  used  the  secret  rate  combination,  as  it  sometimes  did,  had  to  pay  1  cent 
per  100  pounds  more  than  the  open  through  rates.  These  oi)en 
through  rates  give  the  Standard  a  great  advantage  over  its  eastern 
competitors;  for  even  when  through  rates  are  named  from  Chicago  into 
the  Southwest,  none  are  named  from  more  easterly  retining  point^s. 

The  territory  into  which  through  rates  on  oil  are  named  from  Chi- 
cago includes  southwestern  Missouri,  Indian  Territory,  Oklahoma, 
and  some  river  points  in  I^ouisiana.  To  the  larger  part  of  the  south- 
ern half  of  Missouri,  to  all  of  Arkansas  except  Helena,  toTexasand  New 
Mexico,  and  to  lx)uisiana,  except  points  on  the  Mississippi  River,  there 
are  no  through  published  rates  on  oil  from  Chicago,  and  the  Standard 
Oil  Compan}'  has  reached  these  points  by  combinations  of  the  lo<'al 
rates  from  St.  Louis  with  the  secret  rates  fvovw  V«rVv\\\w^- 
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By  reason  of  the  extraordinary  difference  between  the  rate^  to  St. 
Louis  from  Whiting  and  from  competing  points,  the  Standard  Oil 
Company  hflis  enjoyed  a  great  advantage  on  shipments  into  the  great 
territory  thus  reached  only  on  combination  rates.  The  farther  ship- 
ments go  beyond  St.  Louis  the  more  unreasonable  is  it  that  such 
marked  differences  should  exist.  That  is  to  say,  on  very  distant  .ship- 
ments the  railroad  companies,  under  their  ordinary  practice,  pay  1^ 
attention  to  differences  of  distance,  and  are  more  likely  to  put  different 
shipping  points  on  an  equality,  or  an  approximate  equality.  Thus, 
the  distance  from  Whiting  to  points,  s&y  in  central  Texas,  is  over 
1,000  miles.  The  distance  from  Toledo  is  only  150  miles  more.  On 
hauls  of  this  length  railroads  would  not  usually  make  a  difference 
of  more  than  5  cents  per  100  pounds  on  low-giude  commodities  like 
oil.  As  a  matter  of  fact,  Toledo  has  until  recently  had  to  pay  11 
cents  per  100  pounds  more  than  Whiting  on  oil  shipped  to  thet^e  gi-eat 
distances. 

Territory  to  which  through  rates  are  not  named  from 
Whiting. — The  uiweasonable  difference  in  local  rates  to  East  St. 
Louis  from  Whiting  and  from  competing  points,  and  the  failure  of  the 
southwestern  lines  to  make  prorating  arrangements  for  through  rates 
on  oil  from  Whiting  to  the  larger  part  of  the  Southwest  are  interrelated 
conditions.  Had  it  not  been  for  the  secret  rate  of  6  cents  per  hundred 
pounds  from  Whiting  to  East  St.  Louis,  the  southwestern  railroads 
would  undoubtedly  have  been  asked  to  join  in  prorating  arrangement*^ 
on  oil  from  Wliitinuf  to  all  soutliwestern  points.  Under  such  prorating 
arrjino'ciiKMits  the  through  rates  from  Whiting  might  readily  have  l>een 
the  same  as  thev  were  under  the  combination  based  on  St.  Louis,  the 
southwestorn  lines  merely  slirinking  their  proportions  somewhat  below 
the  local  rates  and  the  linos  between  Chicago  and  St.  Louis  obtaining 
pro[)()rtions  somewlmt  larger  than  the  actual  secret  local  rate  of  iy  cents. 
It  was,  however,  uiuiec(»ssary  for  the  southwestern  lines  to  join  in  pro- 
rating arrangements  to  this  territory  so  long  as  the  milroads  from 
Chicago  to  VAist  St.  Louis  were  willing  to  make  so  low  a  itite  as  H 
cents  \)vi'  hundred  pounds.  Kven  in  the  sc^ctions  to  which  they  did 
join  in  through  lates  from  Chicago,  there  was  little  actual  ditference 
from  th(*  combination  of  local  rates. 

On  nearly  all  connnodities  l)ut  oil  tiie  soutliwestern  lines  do  join  the 
lines  leading  up  to  the  Mississij)pi  Ki\  (»r  in  making  through  rates  from 
all  leading  i)oints  in  the  north(M'n  and  nortliejistern  States  to  an  exten- 
sive territory  in  the  Southwiv^t.  Taritls  naming  rates  to  Arkansas, 
Louisiana,  and  Texas  show  conspicuously  on  their  face  exce[)ti<)nal 
treatment  of  oil.  These  tariffs  name  through  rates  both  on  classes 
and  on  scores  of  special  connnodities,  not  only  from  St.  Ix)uis  or 
otiuM-  Mississippi  Kiver  gateways,  but  also  fi-oni  Chicago,  Toledo, 
ilcvrJnnd,   and    northern  territory  generally.     If.  they   do  not   give 
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the  rat^s  specifically,  they  contain  provisions  for  diflferentials  alx)ve 
the  8t.  Louis  rates  from  the  various  so-called  "defined  territories" 
of  the  Northern  States.  On  oil,  and  usually  on  oil  alone,  they  state 
in  terms  that  the  rates  from  all  points  east  of  St.  Louis  to  destina- 
tions in  Arkansas,  Louisiana,  and  Texas  must  be  the  sum  of  the  locals. 

Oil  is  carried  at  relatively  much  lower  rates  in  many  parts  of  the 
Southwest  than  in  the  West  and  Northwest.  Instead  of  taking  fifth- 
class  rates  under  the  Western  Classification,  oil  is  usually  handled 
out  from  St.  Louis  at  special  commodity  rates,  which,  to  Arkansas, 
Texas,  and  Louisiana  points,  are  usually  from  one-fourth  to  one-half 
below  fifth  class.  Oil  rates  to  these  points  correspond  more  closely 
to  the  rates  of  class  C  or  class  D  of  the  W^estern  Classification  than  to 
fifth  class.  Now,  on  commodities  of  classes  C  and  D  the  railroads  of 
the  Southwest  usually  provide  that  the  rates  from  Chicago  to  points 
in  Arkansas,  Texas,  and  Louisiana  shall  be  5  to  7  cents  per  hundred 
pounds  above  the  mtes  from  St.  Louis;  that  the  rates  from  Toledo 
and  Cleveland  shall  be  usually  5  (sometimes  6)  cents  above  the  rates 
from  Chicago;  and  that  the  rates  from  Pittsburg  shall  be  usuall}'  9 
(sometimes  10)  cents  above  the  rates  from  Chicago.  In  other  words, 
if  the  southwestern  railroads  had  prorating  arrangements  on  oil,  as 
the}^  have  on  other  commodities  of  similar  grade,  the  Toledo  refiner 
would  have  to  pa}"  5  or  6  cents  per  hundred  pounds  more  to  reach 
Arkansas,  Texas,  and  Louisiana  than  the  Standard  Oil  Company  ship- 
ping from  W^hiting.  For  years  he  has  actually  paid  to  most  points 
11  cents  more.  The  Cleveland  refiner,  under  prorating  arrange- 
ments, would  also  have  to  pay  5  or  i}  cents  more  than  Whiting;  he 
has  usually  paid  13^  cents  more.  The  Pittsburg  refiner  would  have 
to  pay  9  or  10  cents  more  than  Whiting  instead  of  usually  18^  cents 
more.  The  failure  of  the  southwestern  lines  to  prorate  on  oil  to  these 
three  States,  combined  with  the  existence  of  the  secret  H-cent  rate  from 
Whiting  to  St.  Louis,  has  meant,  therefore,  that  the  Toledo  refiner 
has  been  placed  at  a  disadvantage,  compared  with  the  Standard  Oil 
Company,  of  5  or  0  cents  per  hundred  pounds  more  than  was  reason- 
able; the  Cleveland  refiner  at  an  excessive  disadvantage  of  7i  or  8i 
cents,  and  the  Pittsburg  refiner  at  an  excessive  disadvantage  of  s^  or 
9i  cents. 

The  attitude  of  the  southwestern  lines  in  refusing  to  prorate  on  oil 
from  refining  points  east  of  Chicago  is  entirely  natural,  so  far  as 
territ^iry  is  concerned  to  which  no  through  rates  have  been  named  from 
Whiting.  With  respect  to  such  territory  the  southwestern  lines  have 
acted  under  a  motive  similar  to  that  of  the  lines  leading  west  from 
Chicago,  in  refusing  to  make  prorating  arrangements  on  oil  from  east 
of  Whiting;  that  is  to  say,  b}*  reason  of  the  secret  low  rate  from 
Whiting  to  St.  Louis  they  could  collect  their  full  local  charges  from 
St.  Louis  to  destination  on  practically  all  the  oil  wUWVx -^"a^  \Nfev>^\vA\\x 
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that  territory.  The  Standard  Oil  Company  was  able  to  supply  the 
entire  territory  from  Whiting,  and  so  long  as  the  railroads  from 
Chicago  and  East  St.  Louis  were  willing  to  assume  the  entire  burden 
of  low  rates  there  was  no  occasion  for  the  southwestern  lines  to  reduce 
their  revenue  by  prorating.  If  they  had  prorated  on  oil  from  Toledo, 
Cleveland,  and  eastern  refining  points,  they  would  have  had  to  accept 
a  smaller  revenue  on  part  of  their  oil  traffic.  The  discrimination 
against  independent  refiners,  so  far  as  such  territory  is  concerned, 
was  due  chiefly  to  the  action  of  the  lines  from  Chicago  to  East 
St.  Louits. 

Neveitheless;  if  the  southwestern  lines  knew  that  oil  was  l>eing 
brought  to  St.  Louis  so  cheaply  (though  such  of  their  officers  as  have 
discussed  the  matter  claim  that  they  did  not  know  it)  they  should 
have  cooperated  with  the  Central  Freight  Association  lines  in  aiming 
to  put  the  com[)etitive  refiners  farther  east  more  nearly  on  an  equality. 
That  is,  the  milroads  from  points  like  Toledo,  Cleveland,  and  Pittsburg 
to  St.  Louis  should  have  been  willing  to  accept  proportional  rates  to 
St.  Louis  on  oil  destined  into  the  Southwest  lower  than  their  local  rates 
to  St.  Louis,  and  the  southwestern  lines  should  have  been  willing  to 
accept  also  somewhat  lower  proportions  on  oil  thus  received  from 
competing  refining  points. 

Territory  into  which  through  rates  are  named  from  Whft- 
ING. — So  far,  however,  as  territory  is  concerned  into  which  the  south- 
western railways  did  prorate  cm  oil  from  Chicago,  they  were  respon- 
sible for  any  discrimination  against  the  competing  refiner's  in  that  they 
did  not  prorate  also  on  oil  coming  from  Toledo,  Cleveland,  and  farther 
east.  They  did  accept  on  oil  coming  from  Chicago  to  southwestern 
Missouri,  Indian  Territory,  and  Oklahoma  a  proportion  lower  than 
their  local  rates  from  St.  Louis,  while  they  charged  their  full  loail 
rates  on  oil  coming  from  other  refining  points.  For  example,  on  ship- 
ments from  Chicago  to  SpringH(»ld,  Mo.,  which,  as  shown  in  section 
15  below,  are  (exceedingly  imj)ortant.  the  St.  Louis  and  San  Fnin- 
cisco  Railroad  accepts,  as  its  ])roportion  of  the  through  rate  of  21 
cents.  J»  cents  for  the  haul  from  St.  Louis  to  Sj)ringfield,  while  on  oil 
coming  from  farthi^r  east  it  colhn'ts  its  full  local  rate  of  li\  cents  |>er 
loo  pounds.  In  thus  making  through  oil  rates  from  Chicago  and 
not  from  j)oints  farther  cast,  however,  the  southwestern  lin«»s  have 
merely  followed  the  same  policy  which  they  pursue  with  respect  to 
trallic  generally.  On  classiticMJ  articles  as  well,  through  rates  are 
made  to  Missouri,  Indian  Territory,  and  Oklahoma  points  from  Chi- 
cago, l)ut  not  from  places  like  I'oledo,  Chneland.  and  Pittsburg.  The 
railroads  leading  from  St.  Louis  state*  that  th(\v  are  forced  to  prorate 
on  traffic  from  Chicago  because  other  railroads  which  reach  Chicago 
dirtvtly  s(Mve  this  same  territory.  To  criticise  the  policy  as  to  oil 
}youl(l  thorofoVQ  involve  discussion  of  a  much  wider  question.     Nev- 
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ertheless,  it  is  not  inappropriate  to  call  attention  to  the  marked 
ditference  in  oil  rates  resulting  from  this  action. 

To  southwestern  Missouri,  from  Springfield  on,  including  many 
towns  in  the  populous  lead  belt  on  the  liorder  of  Kansas,  the  rates 
from  Whiting  are  in  all  cases  5  cents  per  100  pounds  higher  than  the 
rates  from  St.  I^uis;  from  Toledo  the  local  rate  charged  to  East 
St.  Louis  is  17  cents.  A  further  description  of  the  conditions  in  this 
territory  appears  in  section  15.  The  published  through  mte  from 
Chicago  to  most  points  in  Indian  Territory  and  Oklahoma  has  been 
until  recenth^  60  cents  per  100  pounds,  or  5  cents  more  than  the 
St.  Louis  rate.  In  October,  1905,  the  rate  from  Chicago  to  these 
pointii  was  reduced  to  48  centos  per  100  pounds  and  from  St.  Louis  to 
43  cents.  It  will  l>e  seen  that  in  order  to  reach  this  territory,  while 
the  rate  from  Whiting  was  60  cents,  the  independent  retiner  at  Toledo 
had  to  pa}^  72  cents;  that  i^^,  17  cents  to  East  St.  Louis  and  55  cents 
beyond.  The  refiner  at  Cleveland  had  to  pay  74i  cents  and  the  refiner 
at  Pittsburg  79i  cents.  To  some  points  in  these  territories,  tifth-class 
rates,  a  little  lower  than  the  special  oil  rates,  could  be  used  from  St. 
Louis  or  Chicago. 

The  towns  on  the  west  bank  of  the  Mississippi  River  in  Louisiana 
all  take  low  through  oil  rates  from  Whiting,  usually  23  cents.  The 
failure  of  the  railroads  to  name  through  oil  rates  to  these  ''Missis- 
sippi Valley  points,"  from  other  refining  centei-s  of  the  North,  and 
the  consequent  wide  disparitv  in  cost  of  transportation  in  favor  of 
Whiting,  have  already  been  discussed  in  Chapter  VI.  Here  there  is 
a  distinct  discrimination  against  Eastern  refining  points,  as  on  other 
commodities  there  are  through  rates  from  these  point*?  relatively  much 
lower  than  the  combination  of  local  rates  on  oil. 

Section  12.  Comparison  of  oil  rates  with  class  rates. 

It  is  unnecessary  to  present  detailed  tables  comparing  the  rates 
and  distances  from  Whiting  and  from  more  easterly  competitive  refin- 
ing points  to  the  southwestern  territor3\  The  distances  involved 
are  so  great  that,  as  already  stated  alwve,  such  marked  differences  as 
exist  between  the  rates  from  Whiting  and  those  from  competing 
points  are  obviously  not  justified  by  the  differences  of  distance.  In 
comparing  the  rates  given  in  the  tables  in  the  present  section,  it  may 
be  lx)rne  in  mind  that  by  way  of  St.  Louis  the  distance  from  Toledo 
to  all  points  is  152  miles  more  than  the  distance  from  Whiting;  the 
distance  from  Cleveland  is  241  miles  more  than  that  from  Whiting; 
and  the  distance  from  Pittsburg  is  882  miles  more  than  that  from 
Whiting.  In  some  cases  where  the  distances  are  very  great  and  the 
rates  high,  the  rates  per  ton  pt^r  mile  from  the  more  easterly  refining 
points  are  quite  as  low  as  those  from  Whiting;  but  in  the  case  of 
nearer  points,  in  Missouri  and  Arkansas  particularly,  the  rates  ^v 
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ton  per  mile  are  considerably  higher  from  these  refining  centers  than 
from  Whiting. 

It  is  possible,  on  the  other  hand,  to  measure  the  discrimination  io 
favor  of  Whiting  much  more  satisfactorily  by  comparing  the  oil  rates 
with  the  corresponding  class  rates  from  Whiting  and  from  completing 
points.  At  the  end  of  this  section  is  presented  a  detailed  table  cover- 
ing a  considerable  number  of  important  towns  in  Arkansas,  Louisiana, 
and  Texas,  to  which  through  rates  are  made  on  other  commodities 
from  east  of  St.  Louis,  but  not  on  oil. 

This  table  compares  oil  rates,  not  always  with  fifth-class  rates,  as 
wa^  done  in  the  case  of  similar  tables  relating  to  the  northern,  western, 
and  southeastern  States,  but  with  the  class  mtes  corresponding  most 
closely  with  the  oil  rates  in  the  southwestern  territor}'.  Comparisons 
with  fifth-class  rates  are  proper  in  most  parts  of  the  west,  because 
the  oil  rates  there  are  usually  nearer  to  fifth-class  rates  than  to  those 
of  any  other  class  of  commodities.  As  has  been  stated,  however,  in 
the  southwestern  territory  the  oil  rates  are  usualh^  much  below  the 
fifth-class  rates.  The  oil  rates  shown  in  these  tables  are  in  all  cases 
combinations  based  on  St.  Louis.  The  discrimination  is  therefore  in 
most  cases  due  wholly  to  the  secret  rate  from  Whiting  to  East  St. 
Louis,  the  rates  beyond  St.  Louis  being  usually  the  same  to  all  ship- 
pers. It  is  possible  that  in  some  few  cases  lower  combinations  of 
rates  might  be  made  l)y  some  other  gateway  than  St.  Louis,  hut  not 
generally. 

It  is  not  uecossiiry  at  present  to  call  attention  to  certain  extreme 
cases  where  the  competitors  have  to  pay  relatively  much  more  than 
the  Standard  Oil  Company  because  of  secret  rate  combinations  Ixn'ond 
St.  Louis,  which  only  the  Standard  Oil  Company  could  make  use 
of.  These  seciet  combinations  have  been  discovered  in  the  case  of 
cio-ht  oi-  ten  important  towns  in  Louisiana,  all  of  which  appear  in  the 
tabl(»,  but  are  more  s{)ecitically  discussed  in  section  17  of  this  chap- 
ter. The  class  rat(\s  in  nearly  all  cas(»s  covered  by  the*  table  read 
from  vSt.  Louis;  but  prorating  arrancrcMuents  exist  on  classified  com- 
modities to  all  the  towns  covcM'cd  l)y  the  tal)les,  and  the  tariffs  contain 
diticrcntial  scales  showino*  the  amounts  to  be  added  to  the  St.  Louis 
rates  on  shipments  from  Chicago  and  from  other  (\astern  [H)ints. 

It  will  b(»  MMMi  l)y  an  examination  of  the  tal)le  that  while  the  oil 
I'ates  trom  Whitinti*  arc^  in  some  cases  slightly  higher  than  the  class 
rates  seh'cted  for  comj)ai"ison.  and  in  other  cases  the  same  or  sli«rhtlv 
low(M\  the  oil  rates  from  the  com|)etin<r  retiniuLT  points  are  in  nt^irly  all 
cases  diM'idedly  liit^her  than  th(^  class  ratios.  Tlie  relative  advantage' 
of  \\' luting  over  the  competing  retineries,  on  oil  rates  as  nieasiin^d 
by  the  class  rates,  is  shown  in  special  columns.  Li  a  great  nuijoritv 
of  cases  Whiting  has  on  this  basis  an  advantage  of  from  5  to  (5  cents 
nvrr  J'oJedo.  an  advantage  of  7 A  or  S.V  cents  over  Cleveland,  and  an 
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advantage  of  8  to  9^  cents  over  Pittsburg;  though  sometimes  secret 
rate  combinations  known  only  to  the  Standard  interests,  make  the 
advantage  of  Whiting  much  greater. 

The  situation  may  be  expressed  in  a  more  summary  manner  by  pre- 
senting the  figures  for  a  few  large  towns  to  which  shipments  of  oil 
are  heavy.  In  the  following  table  comparisons  are  made  between  the 
rates  from  Whiting  and  those  from  Toledo  to  a  number  of  important 
towns  in  the  Southwest.  This  table  excludes  the  extreme  cases  due 
to  secret  rates.  Findlay,  Ohio,  an  important  independent  refining 
point,  takes  the  same  rates  as  Toledo  to  this  territory. 

COMPARISON  OF  OIL  RATES  AND  CLASS  RATES  ON  CLASSES  TAKING  SIMILAR  RATES 
FROM  WHITING  AND  FROM  TOLEDO  TO  SELECTED  POINTS  IN  ARKANSAS,  LOUISIANA, 
AND  TEXAS.  1904. 

[Rates  in  cent8  per  hodred  pounds.] 


From  Whiting. 


Class   ' 
Oil       rate,   , 
rate,  as  indi- 
cated. 


Oil  rate— 


From  Toledo. 


I 


Little  Rock,  Ark j  26 

Fort  Smith,  Ark '  33 

Texarkana.  Ark ,  54 

Shreveport.  La 36 

Monroe.  La 36 

Lake  CharleH,  La 39^ 

DHlla8,Au.*(tin.  San  Antonio, 

1  6*24 


Above 
cla.s8 
rate. 


Tex  . 
El  Ptti«o,  Laredo,  Tex 


73i 


D  27 
D  34 
C  69 
E  39 
E  39 
E  40 

I 

C  d5 
C  70 


I 


Below 
class 
rate. 

1 
1 
5 
3 
3 


2i 


1  Class 
Oil  i  rate 
rate,  as  indi- 

1  cated. 


37 
44 

65 
47 
47 
501 

73i 


D  33 
D  40 
C  64 
£  45 
E  45 
E  46 

C  70 
C  75 


Advan- 
tage of 
Oil  rate—        Whiting 
—    ^  —  —  —  on  a  corn- 
Above    Below     parlson 
class  ,    class      ,  ^'"^ 
rate.       rate,    class  rate. 


3i 

9i 


This  table  shows  that  on  oil  rates  as  compared  with  the  class  nites 
Whiting  has  uniformly  an  advantage  over  Toledo  of  either  5  or  6  cents 
per  hundred  pounds.  For  example,  the  rate  on  oil  from  Whiting  to 
Little  Rock,  Ark.,  is  2H  cent*  per  hundred  pounds,  made  up  of  the 
6-cent  i*ate  to  St.  Louis  and  the  20-cent  rate  from  St.  Ix)ui8  to  Little 
Rock.  The  rate  on  class  I)  of  the  Western  Classification  from  Whiting 
to  Little  Rock  is  27  cents  per  hundred  pounds.  The  oil  rate  is  thus 
1  cent  below  the  rate  of  class  D.  The  oil  rate  from  Toledo  to  Little 
Rock  is  37  cents,  made  up  of  17  cents  to  St.  Ix)uis  and  20  l)eyond. 
Toledo  takes  a  differential  on  commodities  of  class  I)  6  c(»nts  higher 
than  Ihe  differential  allowed  to  Chicago — that  is,  the  through  rate  on 
class  D  from  Toledo  to  Little  Rock  is  33  cents.  The  oil  rate  is  thus 
4  cents  above  the  nearest  class  rate,  while  from  Whiting  it  is  1  cent 
lielow.  This  means  that  Whiting  has  an  advanttige  of  5  cents  on  oil 
as  compiired  with  class  rates. 
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354  TRANSPORTATION    OF    PETROLEUM. 

m.  SPECIAL  BATE  CONDITIONS  IN  THE  SOUTHWEST. 

There  have  been  a  number  of  abnormal  and  discriminatory  adjust- 
ments and  at  least  one  secret  rate  combination  on  oil  in  southwestern 
territory,  aside  from  the  general  disparity  in  rates  into  such  territory 
arising  from  the  existence  of  the  secret  rate  of  6  cents  from  Whiting 
to  East  St.  Louis.  The  Bureau  has  necessarily  made  only  a  partial 
examination  of  the  local  conditions  of  oil  transportation  in  this  terri- 
tory, especially  with  reference  to  the  less-than- carload  business,  which 
is  of  relatively  great  importance  on  account  of  the  comparatively 
scattered  population. 

Section  13.  Less-than-carload  rates  on  oil  in  iron  barrels  and  wooden  barrels. 

The  two  most  important  railroad  companies  of  the  Southwest — the 
St.  Louis  and  San  Francisco  and  the  Missouri  Pacific — have  for  years 
charged  materially  lower  rates  on  oil  in  iron  barrels  in  less-than-car- 
load lots  than  on  oil  in  wooden  barrels.  Under  the  Western  Classifica- 
tion oil  in  less  than  carloads  in  whatever  kind  of  container  is  made  third 
class.  These  two  railroads  have  by  exception  to  the  Western  Classi- 
fication carried  oil  in  iron  barrels  in  part  carloads  at  fourth-class 
rates.  This  condition  prevailed  very  generally  over  these  lines,  at  least 
in  Arkansas,  Missouri,  and  Louisiana,  until  comparatively  recently. 
The  rates  on  fourth-class  are,  on  the  average,  about  25  per  cent 
lower  than  the  rates  on  third-class,  so  that  the  shipper  of  oil  in  iron 
barrels  was  to  that  extent  in  a  better 'position  than  the  shipper  in 
wooden  barrels. 

This  difference  in  rates  undoubtedly  tended  materially  to  the  advan- 
tage of  the  Waters  Pierce  Oil  Company,  the  subsidiary  cor}X)ration  of 
the  Standard  Oil  Company  which  sells  oil  throughout  the  South- 
west, and  to  the  disadvantage  of  competitive  concerns.  While  in  the 
Northern  States  the  Standard  Oil  Company  uses  chietiy  wooden  txar- 
rels  for  shipment  in  less-than-carload  lots,  in  the  Southwest  iron  barrels 
are  very  largely  used  by  tin*  Waters  Pierce  Company.  The  competi- 
tive oil  retiners  or  jo})b('rs  are  less  able  to  make  use  of  iron  barrels. 
Iron  barrels  can  be  used  advantageously  only  by  a  concern  which  has 
tank  stations,  and  which  ships  oil  to  these  stations  in  tiink  cars,  dis- 
tril)uting  it  thence  to  neighboring  towns.  The  smaller  refining  con- 
cerns have  very  few  tank  stations  in  the  Southwest;  the  Waters  Pierce 
Company  has  many.  The  distances  to  which  it  ships  oil  in  less-than- 
carload  lots  are  comj)aratively  small.  The  iron  !)arrels  can  thus  he 
returned  at  comparatively  low  cost  to  the  distributing  points.  On  the 
oth(M'  hand,  the  ronipetitois  are  to  a  considerable  extent  obliged  to 
ship  all  the  way  from  their  refining  j)oints  to  this  territory  in  barrels. 
In  this  caso  it  would  usually  not  pay  to  return  the  barrels  to  the  refinery 
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on  aceoiuit  of  the  expense  of  freight.  Wooden  barrels,  which  cost  less 
than  iron  barrels,  are  accordingly  used,  and  are  disposed  of  at  destina- 
tion for  whatever  they  will  bring.  In  some  cases  the  competitors  ship 
in  tank  cars  to  jobbing  centers  and  ship  out  in  barrels;  but  even  then 
the  distances  to  which  the}"  have  to  make  such  shipments  are  sometimes 
so  great  that  it  does  not  pay  to  return  the  empty  barrels.  Under  these 
circumstances  it  is  obvious  that  to  make  a  lower  mte  on  less-than- 
carload  lots  in  iron  barrels  than  in  wooden  barrels  is  decidedly  to  the 
disadvantage  of  the  independent  concerns  in  competition  with  the 
Waters  Pierce  Oil  Company.  It  is  an  unreasonable  discrimination  of 
a  very  serious  character. 

The  tirst  tariff  of  the  Missouri  Pacific  Railroad,  covering  the  subject 
of  iron-barrel  oil  shipments,  to  be  filed  with  the  Interstate  Commerce 
Commission,  was  dated  October  22, 1897.  It  provided  that  between  all 
stations  on  the  St.  Louis,  Iron  Mountain  and  Southern  Railway  (sub- 
sidiar}^  to  the  Missouri  Pacific)  in  Missouri,  Arkansas,  and  Louisiana 
fourth-class  rates  should  apply  on  oil  in  iron  barrels  in  less-than-car- 
load  lots.  There  had  apparently  been  a  previous  issue  making  the 
same  provision,  but  it  was  not  filed  with  the  Interstate  Commerce 
Commission.  This  tariff  of  1897  was  amended  in  1901  by  canceling 
the  application  of  the  fourth-class  rates  between  all  points  in  Arkan- 
sas, and  on  February  10,  1905,  it  was  further  amended  by  canceling 
its  application  between  stations  in  Missouri.  This  latter  action  was 
Uiken  by  reason  of  an  order  of  the  Missouri  Railroad  Commission. 
A  little  later  in  1905,  however,  a  new  tariff  was  issued,  which  still  pro- 
vided that  oil  less  than  carloads,  in  iron  barrels,  should  take  fourth- 
class  rates  from  P^ast  St.  Louis  and  other  river  crossings  to  all  stations 
in  Arkansas  and  Louisiana,  as  well  as  locally  between  stations  in 
Louisiana,  and  intersUite  between  all  stations  in  Louisiana,  Arkansas, 
and  Missouri.  This  was  obviousl}^  intended  to  make  the  application 
of  the  fourth-class  rate  as  broad  as  i>ossible  without  infringing  the 
orders  of  the  railroad  commission  of  Missouri.  Effective  July  23, 
1905,  however,  still  another  amendment  was  made  which  again  can- 
celed all  the  fourth-class  rates  on  oil  in  iron  Imrrels,  except  locally 
between  stations  in  Louisiana.  In  addition  to  these  tariffs  relating  to 
the  St.  Louis,  Iron  Mountain  and  Southern  Railway,  the  Missouri 
Pacific  has  issued  other  buiffs,  applicable  between  certain  points  on 
the  lines  of  the  Missouri  Pacific  proper  in  Missouri  and  elsewhere,  also 
making  oil  in  iron  barrels  fourth  class.  These  tariffs  appear  now  to 
have  l)een  canceled,  so  far,  at  least,  as  they  apply  to  stations  in 
Missouri  and  Arkansas. 

Mr.  E.  M.  Wilhoit,  an  independent  jobber  of  oil  at  Springfield,  Mo., 
stated  before  the  Interstate  Commerce  Commission  at  its  hearing  in 
Kansas  City  in  March,  1900,  that  for  years  the  St.  Louis  and  San  Fran- 
cisco Railroad  applied  fourth-class  rates  on  oil  in  iron  barrels  HbL\\i^^^ 


356  TRANSPORTATION  OF  PETROLEUM. 

from  8pringtield,  as  against  third-class  rates  on  oil  shipped  out  in 
wooden  barrels.  Springfield  is  an  exceptionally  important  distrib- 
uting point  of  the  Waters  Pierce  Oil  Company.  A  tariff  of  the  Frisco 
system  of  11>05  provided  for  fourth-class  rates  on  oil  in  iron  bar- 
rels from  St.  Louis  to  points  on  its  line  nearly  as  far  west  as  Spring- 
field. The  same  railroad  company  also  applied  fourth-class  rates  on 
oil  in  iron  barrels  shipped  out  from  some  other  stations  of  the  Waters 
Pierce  Oil  Company. 

Mr.  Wilhoit  stated  further  before  the  Commission  that  an  employee 
of  the  St.  Louis  and  San  Fi*ancisco  at  Springfield  told  him  that  the 
fourth-class  rate  on  oil  in  iron  barrels  from  Springfield  was  formerly 
covered  by  a  typewritten  sheet,  and  did  not  appear  in  the  printed 
tariff  showing  rates  on  classes  and  commodities  out  from  Springfield. 
Eventuall}',  however,  a  provision  was  inserted  in  the  published  tariff 
stating  that  oil  in  iron  barrels  should  be  treated  as  fourth  class  and 
oil  in  wooden  barrels  ^s  third  class. 

Mr.  Wilhoit  finally  took  the  matter  up  with  the  Missouri  Railroad 
Commission,  which  made  an  investigation  and  decided  that  the  rate 
should  be  the  same  on  less-than-carload  shipments  of  oil  in  both  kinds 
of  barrels.  This  was  early  in  1905.  The  railroad  company,  according 
to  Mr.  Wilhoit,  suggested  to  the  commission  that  oil  in  iron  barrels  be 
put  back  to  third  class,  but  Mr.  Wilhoit  urged  that  the  fourth-class 
rate  should  apply  on  both  iron  barrels  and  wooden  barrels,  and  the 
commission  issued  an  order  to  this  effect.  Mr.  Wilhoit  asserts  that 
thereupon  the  Frisco  Railroad  began  to  charge  him  on  shipments  from 
Springfield  the  fourth-clas.s  mileage  rate,  instead  of  giving  him  the 
fourth-class  jobbers'  rate  under  its  special  jobbers'  tariff  reading  out 
from  Springfield,  which  named  rates  consideral)ly  lower  than  those  of 
the  ordinary  distance  tariff's/^  The  Waters  Pierce  Oil  Company  was 
still  given  the  fourth-class  jobbers'  rate,  leaving  Mr.  Wilhoit  still  at  a 
considerable  disadvantage.  After  repeated  complaints  the  Missouri 
Railroad  Commission  issued  an  order  that  oil  in  Missouri  in  wooden  or 
iron  barrels,  less  than  carloads,  nmst  be  carried  at  the  lowest  fourth- 
class  rate  applied  by  the  railroad  companies.  Somewhat  later,  Novem- 
ber 1,  VM)i),  the  Frisco  issued  a  jobbers'  tariff  reading  from  Springfield, 
in  which  special  connnodity  rates  were  named  on  oil  in  less  than  car- 
loads, these  rates  being  in  most  cases  about  halfway  between  third  and 
fourth  class.  These  rates  were  apparently  charged  equally  to  the 
Waters  Pierce  Oil  Company  and  its  competitors.  Finally,  in  190t>,  the 
railroad  company  ))egan  to  carry  oil  in  both  classes  of  barrels  at  the 
regular  fourth-class  job})ers'  rate,  as  ordered  by  the  conunission. 

"It  is  a  comnion  rustoni  of  railroads  in  the  West  and  Southwest  to  make  jobl)ere' 
rates  out  from  leading  towns.  These  are  supposed  to  be  only  for  actual  jobbers  who 
have  Imjught  their  i)roducts  in  from  a  distance.  Though  materially  lower  than  the 
ordinary  IochI  rates,  these  jobben?'  rates  are  usually  in  no  sense  secret  rat-es. 
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The  officers  of  the  southwestern  railroads  have  endeavored  to 
justify  the  discrimination  between  iron  barrels  and  wooden  ))arrels 
on  two  grounds.  In  the  first  phu'e,  it  is  contended  that  iron  barrels 
are  less  likely  to  leak,  and  that  thej'  therefore  cause  less  damage  to 
other  commodities  shipped  in  the  same  car  and  less  risk  of  fire.  It  is 
argued  on  the  other  hand  that  oil  is  largely  shipped  in  cars  used  for 
live  stock  or  for  rough  commodities,  in  w  hich  case  there  is  no  possible 
damage  to  other  goods,  and  that  iron  barrels  actually  itivolve  greater 
risk  to  i*ailroad  companies,  because  if  an  accident  occurs  the  iron  barrel 
is  more  likeh'  to  be  completely  destroyed  than  the  wooden  barrel,  and 
is  also  more  expensive,  so  that  the  damages  to  pay  would  be  greater. 
A  wooden  barrel  will  stand  a  considerable  amount  of  hard  usage. 

The  second  contention  of  the  railroad  officers  in  justification  of  the 
differential  is  that  iron  barrels  invariably  return  for  reloading,  so  that 
the  railroads  get  freight  upon  them  empty,  whereas  wooden  barrels 
are  in  many  cases  not  returned  at  all.  How  far  this  is  actually  true 
has  not  b<*en  determined  by  an  examination  of  records.  Even  if  it 
be  true,  it  is  clearly  no  sufficient  reason  for  charging  25  per  cent 
less  on  oil  in  iron  barrels  than  on  oil  in  wooden  barrels,  since  the 
effect  of  that  difference  is  to  make  the  total  freight  collected  by  the 
railroad  for  hauling  Ijoth  the  full  iron  barrel  and  the  empty  iron  bar- 
rel less  than  is  collected  on  the  wood  barrel  for  the  loaded  haul  alone. 

In  connection  with  this  contention  of  the  southwestern  railways 
may  be  noted  the  fact  that  the  railways  of  the  Southeastern  States, 
which  are  covered  by  the  Southern  Classification,  have  made  it  more 
difficult  to  ship  in  iron  drums  than  in  wooden  barrels.  The  empty 
drums  are  rated  in  less- than -carload  lots  as  third  class  under  the  South- 
ern Classification,  while  empty  barrels  are  taken  as  fourth  class. 

Arbitrary  weights  on  oil  in  iron  barrels  and  wooden  bar- 
bels.— A  second  discrimination  made  by  the  southwestern  railroads 
between  oil  in  iron  barrels  and  oil  in  wooden  barrels  is  in  respect  to 
arbitrary  weights  taken  as  a  basis  for  freight  charges.  In  most  parts 
of  the  country  the  arbitrary  weight  on  oil  in  both  classes  of  packages 
is  fixed  at  400  pounds  per  barrel,  which  may  be  more  or  less  than  the 
actual  weight,  according  to  the  specific  gravity  of  the  contents  and  the 
size  of  the  barrel.  In  many  of  the  tariffs  applying  on  shipments  in 
the  Southwest,  however,  both  State  and  interstate,  the  arbitrary 
weight  fixed  for  oil  in  iron  barrels  is  885  pounds,  while  it  is  400 
pounds  in  wooden  barrels.  The  actual  weight  of  an  empty  iron  barrel 
18  said  bj'  Mr.  Wilhoit  to  lye  about  10  pounds  great<»r  than  that  of  an 
empty  wooden  barrel.  The  actual  weight  of  the  Imrrels  filled  with 
oil  obviously  depends  upon  their  size.  They  are  usually  spoken  of 
as  containing  50  gallons,  but  they  vary  considerably.  Upon  examin- 
ing a  considerable  number  of  bills  obtained  from  retiiilers  in  the  South- 
west, the  Bureau  finds  that  both  kinds  range,  for  thci  uvo^V,  \«w\V^  Vt^xss. 
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50  to  53  gallons;  but  the  wooden  seem  to  go  rather  oftener  to  54  gal- 
lons, and  the  iron  seem  to  drop  oftener  below  50.  The  iron  barrels 
hold,  on  an  avenige,  a  little  less;  but  the  average  difference  is  not  over 
a  gallon.  The  contents  of  the  iron  barrel  probably  weigh  on  the 
average  from  4  to  6  pounds  less  than  the  contents  of  the  wooden  barrel. 
Against  this  must  be  set  the  excess  of  weight  of  the  iron  barrel  itself; 
so  that  even  when  both  are  full  of  oil  the  iron  barrel  will  probably 
weigh  a  few  pounds  more  than  a  wooden  barrel. 

Section  14.  Piping  of  oil  under  the  Mississippi  Eiver  at  St.  Louis. 

Independent  refiners  and  jobbers  of  oil  have  complained  that  the 
railroads  leading  out  from  St.  Louis  have  allowed  to  the  Waters 
Pierce  Oil  Company  a  reduction  of  li  cents  per  hundred  pounds  on  oir 
shipped  from  St.  Louis  to  certain  destinations,  because  that  company 
has  a  pipe  line  under  the  Mississippi  River  from  East  St.  Louis  to 
St.  Louis.  It  appears  that  there  has  been,  perhaps,  some  abuse  in  con- 
nection with  this  pipe  line,  but  the  matter  is  one  of  comparative 
unimportance. 

The  railroads  leading  west  and  southwest  from  St.  Louis  regularly 
name  the  same  rates  on  all  classes  of  freight  from  East  St.  Louis  as 
from  St.  Louis  when  going  to  most  destinations  at  some  distance^ 
where  the  freight  revenue  is  enough  to  justifv  the  *' absorption"  of 
the  necessary  bridge  or  ferry  charges.  The  bridge  or  ferry  charge 
for  oil  from  East  St.  Louis  to  St.  Louis  has,  until  very  recently,  been 
li  cents  per  hundred  pounds;  and  this  charge  is  absorbed  by  the  rail- 
roads on  shipments  to  most  territory  sonic  distance  from  St.  lx)uis. 
The  theory  on  whicli  the  railroads  allow  to  the  Waters  Pierce  Oil  Com- 
pany a  freight  rate  on  oil  li  cents  less  than  the  regular  tiirift*  from  St. 
Louis,  on  shipments  to  points  which  take  a  rate  from  East  St.  Louis 
the  same  as  from  St.  Louis,  is  that  otherwise  the  eompatiy  would  ship 
all  its  oil  from  East  St.  Louis  and  thoy  would  have  to  absorb  the  same 
amount  as  a  l)ridge  charge.  They  claim  that  the  allowanee  gives  the 
Waters  Pierce  Oil  Company  no  advantage  over  other  shippers;  save  so 
far  as  the  cost  of  pipage  under  tlie  river  may  l)e  less  than  1^  cents. 

If  the  railroads  had  al)S()rhed  pipage  charges  for  the  WateiN  Pierce 
Oil  Company  only  in  cases  wliere  they  would  also  absorb  bridge  or 
ferry  chaiges  for  any  other  ship))er.  th(n*e  would  he  little  occasion  for 
criticising  them.  There*  is  nothing  unreasoiiafile  al)out  a  provision 
that  the  sanu^  rates  shall  apply  from  Hast  St.  Louis  as  f r(mi  St.  Louis, 
where  the  fi'eight  charges  are  sulliciently  high  to  justify  the  payment 
of  the  transfer  expense.  It  is  not  true.  a>  has  a))parently  ))een  some- 
times suj)})()S(hI  by  (•oni)>etitors.  that  the  Standard  Oil  Company  can  get 
into  St.  Louis  from  \\'hiting  as  cheaply  as  to  Etist  St.  Louis,  and  then 
can  have  the  deduction  of  1^  cents  made.  To  n^ach  St.  Louis  proper 
t})r  Stni)(hivi\  Oil  Company  has  had  to  ))a\  the  transfer  charge,  until 
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very  recently  li  cents.  It  is  quite  possible  that  the  cost  of  piping 
the  oil  under  the  river  is  less  than  1^  cents  per  hundred  pounds,  but 
there  is  no  apparent  reason  wh}'  the  Waters  Pierce  Oil  Company 
should  accept  less  from  the  milroad  companies,  since  the  railroads 
would  absorb  a  transfer  charge  of  that  amount  if  other  means  of  cross- 
ing the  river  were  emplo}  ed.  As  a  matter  of  fact,  the  Waters  Pierce 
Oil  Company  does  not  transport  by  anv  means  all  the  oil  which  it 
brings  into  Missouri  through  the  pipe  line.  Hundreds  of  cars  of  its 
oil  are  shipped  across  the  bridges  and  ferries.  It  is  undei'stood  that 
the  pipe  line  is  used  only  for  refined  oil,  and  not  for  gasoline,  lubri- 
cating oil,  etc.;  but  even  of  refined  oil,  a  great  deal  is  shipped  across 
the  river  by  the  ordinary  methods  and  not  by  pipe  line. 

The  Missouri  Pacific  and  the  St.  I^uis  and  San  Francisco  railroads 
have,  however,  in  some  cases  allowed  the  pipe-line  charge  of  1^  cents 
per  hundred  pounds  on  shipments  on  which  the}'  would  not  absorb  a 
bridge  or  ferry  charge.  So  far  as  such  shipments  are  concerned,  the 
Waters  Pierce  Oil  Company  has  been  favored  above  its  competitors. 

Thus  the  tariffs  of  the  St.  Louis  and  San  Francisco  Railroad  have 
provided  that  to  points  west  and  south  of  Springfield,  Mo.,  and  to  all 
points  in  Arkansas,  the  rates  on  oil,  as  on  other  commodities,  shall  be 
the  same  from  East  St.  Louis  as  from  St.  Louis.  To  points  in  Mis- 
souri east  of  Springfield  and  north  of  the  Arkansas  line,  the  shipper 
from  East  St.  Louis  must  pay  the  bridge  charges,  which,  in  the  case 
of  oil,  would  be  IJ  cents  per  hundred  pounds,  in  addition  to  the  St. 
Louis  rate.  The  railroad  company  has,  however,  issued  a  circular, 
duly  filed  with  the  Intei-state  Commerce  Connnission,  in  which  it  states 
that  on  shipments  of  refined  petroleum  or  gasoline,  in  tank  cars,  des- 
tined to  certain  specified  f)oints,  the  company  will  pay  to  owners  of 
pipe  lines  crossing  the  Mississippi  River,  from  East  St.  Ix)uis  to  St. 
Louis,  a  transfer  charge  of  li^  cents  per  hundred  pounds.  It  included 
among  the  points  on  shipments  to  which  pipe-line  charges  would  l>e 
absorbed  no  less  than  eleven  which  are  east  of  Springfield  and  north 
of  the  Arkansas  line,  and  so  far  as  shipments  to  these  points  are  con- 
cerned the  Waters  Pierce  Oil  Company  appears  to  have  had  an  advan- 
tage of  H  cents  per  hundred  pounds  over  any  competitor  who  might 
have  offered  traffic. 

The  tariffs  of  the  Missouri  Pacific  have  provided  for  the  absorption 
of  pipe-line  charges  only  on  shipments  to  the  western  part  of  Mis- 
souri or  be3'ond  the  Stat^  line,  while  bridge  charges  would  be  paid  on 
shipments  going  no  farther  west  than  Jefferson  City.  As  a  matter  of 
fact,  pipe-line  charges  have  been  absorl>ed,  apparently  as  a  general 
practice,  on  shipments  to  Jefferson  City  and  other  points  taking  no 
higher  rates.  This  was.  however,  not  particularly  discriminatory,  as 
the  railroad  has  seldom,  if  ever,  paid  piix^-line  charges  where  it  would 
not  pay  bridge  charges. 
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In  April,  1906,  the  Missouri  Pacific  withdrew  all  its  provisions  for 
paying  pipe-line  charges  on  oil  piped  under  the  Mississippi  River,  and 
the  same  is  understood  to  have  been  done  by  other  roads. 

Section  15.  Bates  from  Whiting  to  Springfield  and  other  sonthwestem 
Missouri  points. 

The  Standard  Oil  Compan}^  shipping  from  Whiting,  has  enjoyed  a 
great  advantage  over  its  coini>etitors  at  more  easterly  refining  points 
on  shipments  of  oil  into  Springfield  and  other  points  in  southwestern 
Missouri.  The  published  rates  from  St.  Louis  and  Whiting  to  these 
points  are  very  low  in  comparison  with  those  to  most  other  points  in 
the  Southwest.  By  reason  of  the  fact  that  the  eastern  refiners  have 
to  pay  the  full  local  rates  to  East  St.  Louis  before  they  can  take 
advantage  of  the  low  rate  out  from  East  St.  Louis,  they  are  at  a 
disadvantage  entirely  disproportionate  to  the  differences  in  distance. 
Moreover,  low  rates  have  been  tiled  applying  on  oil  in  carloads  from 
Springfield,  Mo.,  to  various  points,  which  have  enabled  the  Waters 
Pierce  Oil  Company  to  reach  them  at  much  lower  rates  than  the  pub- 
lished through  rates  from  St.  Louis  or  from  Chicago  to  the  same  points. 

At  least  as  far  back  as  1808  the  mte  on  oil  from  St.  Louis  to 
Springfield,  Mo.,  has  been  16  cents  per  100  pounds,  and  the  rate  to 
Joplin,  Webb  City,  Carthage,  and  Clinton,  Mo.,  Pittsburg  and  Gralena, 
Kans.,  and  a  number  of  other  less  important  towns  in  the  populous 
lead  region  of  southwest  Missouri  and  southeastern  Kansas,  22  cents 
per  100  pounds.  These  nites  could  be  used  by  the  Standard  Oil  Com- 
pany in  conjunction  with  the  secret  rate  of  6  cents  per  100  |X)unds 
from  Whiting  to  East  St.  Louis,  making  tlie  total  rate  22  cents  to 
Springfield  and  2S  cents  to  the  other  points  in  question.  The  western 
lines  have,  however,  also  j)ublislied  through  rates  from  Whiting  to  the 
same  Missouri  and  Kansas  points  1  cent  less  than  the  combination  of 
the  locals — that  is,  21  cents  to  Springfield  and  27  cents  to  the  other 
places.  As  a  matter  of  fact,  many  shipments  were  made  on  the 
through  rates  from  Whiting  and  many  others  on  the  combination  of 
the  locals  "Jit  St.  Louis. 

The  publication  of  through  rates  to  these  points  from  Whiting 
moans,  of  course,  that  the  southwestern  lines  have  prorated  on  this 
oil  with  the  lines  from  Whiting  to  St.  Louis.  They  have,  however, 
not  made  any  prorating  arrangements  with  the  lines  leading  fix)ni 
Toledo,  Cleveland,  Pittsburg,  and  other  eastern  refining  |X)ints  to  St. 
Louis.  The  refiner  at  Tohnlo  lias  to  pay  IT  cents  in  order  to  reach 
East  St.  Louis,  the  n^finer  at  Cleveland  llH  cents,  and  the  retiner 
at  Pittsburg  24.^  cents.  When  the  oil  reaches  St.  I^^uis,  the  local 
rate  to  destination  is  only  .*>  cents  Ic^s  than  the  rate  from  Chicago  to 
destination.  In  other  words,  the  Tohnlo  retiner  has  to  pay  12  cents 
more  than    the  Standard  Oil  Company  ship))ing  from  Whiting,   the 
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Cleveland  retiner  14i  cents  more,  and  the  Pittsburg  retiner  19^  cents 
more.  Since,  however,  the  southwestern  railroads  also  make  through 
rates  from  Chicago  to  these  points  on  other  goods,  but  do  not  do  so 
from  east  of  Chicago,  the  discrimination  against  eastern  refiners  nuist 
be  attributed  to  the  low  oil  rates  from  Whiting  to  these  destinations, 
and  to  the  high  rates  from  their  plants  to  East  St.  Louis,  rather  than 
to  the  failure  to  prorate  on  oil,  which  is  treated  in  this  respect  like 
other  articles. 

The  excess  in  the  oil  rates  from  eastern  refining  centers  over  the 
rates  from  Whiting  is  the  same  in  absolute  amount  on  shipments  to 
these  southwestern  Missouri  points  as  to  points  in  Indian  Territory 
and  Oklahoma,  but  the  disadvantage  of  competing  refiners  is  more  con- 
spicuous because  the  rates  from  Whiting  or  St.  Louis  to  southwestern 
Missouri  are  so  low  that  the  percentage  of  difference  in  favor  of  Whit- 
ing is  much  greater  than  in  the  case  of  points  farther  to  the  southwest. 

The  following  table  shows  the  rates  and  distances  from  Whiting, 
Toledo,  Cleveland,  and  Pittsburg,  respectively,  to  Springfield  and 
Joplin,  Mo.;  also  the  rates  per  ton  per  mile.  The  other  towns  in 
southwestern  Missouri  and  southeastern  Kansas  which  take  the  same 
rate  as  Joplin  are  so  near  to  Joplin  that  it  is  not  necessary  to  compare 
the  distances  to  them. 


COMPARISON  OF  OIL   RATES   AND   DISTANCES   FROM   WHITING.   IND..  TOLEDO    AND 
(XEVELAND,  OHIO.  AND  PITTSBURG.  PA.,  TO  SPRINGFIELD  AND  JOPLIN,  MO. 


From— 


To  Springfield. 


Distance. 


.Hihif. 


Whiting.  Ind.... 
Toledo.  Ohio.... 
Cleveland,  Ohio. 
PittMburg.  Pa.... 


523 
675 

K55 


bJndtSl   ^t%^:^L}r^  Distance, 
pound*.,        J>^'^™"*^^- 


(XnU. 
21 
33 
35| 

m 


Ctnt. 

MUfn. 

0.81 

616 

.98 

768 

.93 

857 

.95 

948 

To  Joplin. 
pounds.        P^rniilt^- 


CeutM. 
27 
39 
4U 
464 


0.88 

1.02 

.97 

.9^ 


It  will  be  seen  that  the  rates  from  Whitinfj  are  much  more  favor- 
able than  the  rates  from  other  refining  points,  in  comparison  with  the 
distance.  The  discrimination  in  favor  of  Whiting  may  be  better 
appreciated  when  it  is  remembered  that  the  railroads  ordinarily  charge 
lower  rates  per  ton  per  mile  on  longer  hauls  than  on  shorter  hauls, 
even  if  they  do  not  put  different  producers  on  an  e(iuality  regardless 
of  considerable  differences  in  distance.  The  table  shows  that  the  rate 
per  ton  per  mile  charged  from  Toledo  to  these  f)oints  is  about  20  per 
cent  higher  than  the  rate  from  Whiting,  and  the  rates  per  ton  per  mile 
from  Cleveland  and  from  Pittsburg  are  from  7  to  17  per  cent  higher. 

The  rates  on  oil  from  Whiting  to  southwestern  Missouri  points  are 
relativelv  much  lower  than  the  rates  to  most  of  the  territorv  in  tbio; 
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Middle  Western  States.  Generally  speaking,  the  rates  on  oil  from 
Chicago  to  Missouri  River  points  are  fifth-class  rates.  Thus,  oil  takes 
the  fifth-class  rate  of  27  cents  from  Chicago  to  Kansas  City.  Spring- 
field. Joplin,  and  the  other  points  in  their  vicinity  are  considerably 
farther  distant  from  Chicago  than  Kansas  City  is,  and  the  fifth-class 
rates  from  Chicago  to  these  points  are  decidedly  higher  than  the 
fifth-class  rates  to  Kansas  City.  Thus,  the  fifth-class  rate  from  Chicago 
to  Springfield  is  33  cents  per  hundred  pounds,  or  12  cents  over  the  oil 
rate,  while  to  Joplin  the  fifth-class  rate  is  36  cents,  or  9  cents  over  the 
oil  rate. 

Section  16.  Abnormal  rate  combinations  by  way  of  Springfield,  Mo. 

On  account  of  the  exceptionally  low  rate  on  oil  from  Chicago  to 
Springfield  the  Standard  Oil  Company  has  for  years  shipped  very  lai'ge 
quantities  of  oil  to  this  point  and  has  distributed  it  from  there.  This 
distribution  is  in  large  part  in  less-than-earload  lots.  On  such  ship- 
ments, as  already  shown  in  section  13  above,  the  Waters  Pierce  CHI 
Compan3%  controlled  by  the  Standard  Oil  Companv,  has  enjoyed  a 
marked  advantage  over  the  independent  concern  located  at  Spring-field, 
by  reason  of  the  fact  that  its  oil  in  iron  barrels  was  carried  at  fourth- 
class  rates,  while  the  oil  shipped  in  wooden  barrels  by  the  independent 
was  charged  third-class  rates. 

The  Standard  Oil  Company  has,  however,  also  shipped  oil  in  car- 
loads from  Springfield  in  large  quantities.  The  rates  which  have  been 
charged  on  this  oil  have  in  some  cases  been  exceptionally  low  and  have 
enabled  the  Standard  Oil  Company  to  reach  certain  points  much  more 
cheaply  than  could  be  done  under  the  pul)lished  through  rates  to  the 
same  points.  The  tariffs  of  the  St.  Louis  and  San  Francisco  Railroad 
naming  these  rates  are  printed  tariff's  and  have  been  filed  with  the 
Interstate  Connnerce  Counnission. 

It  is  not  contended  that  these  tariffs  were  especially  secret.  It  is 
contended,  however,  that  it  is  an  impro))er  practice  knowingh'  and 
systematically  to  estai)lish  combinations  of  local  rates  lower  than  the 
conspicuous  through  rates.  To  do  so  puts  the  smaller  shipper  in  dan- 
ger of  failing  to  learn  of  the  coml)ination  and  of  failing  to  secure  the 
benefit  of  it.  Large  shippers,  like  the  Standard  Oil  Company,  have 
a  force  of  tratiic  experts  whose  business  it  is  to  ferret  out,  or  to  secure 
the  estal)]islinient  of,  such  abnormal  e()nil)inations. 

If  the  coni))eting  retiner  failed  and  it  would  not  show  lack  of  enter- 
prise if  he  did  fail-  to  h'arn  of  these  low  oil  rates  from  Springfield,  he 
would  almost  eertaitily  not  liav(*  betMi  givtMi  the  benefit  of  them  at  the 
initiative  of  the  railroad,  but  would  have  l)een  charged  the  published 
through  raters  from  St.  Louis  to  destination.  The  local  agent  of  the 
Frisco  at  St.  Louis  would  not.  in  all  probability,  have  had  the  taritf 
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quoting  rates  out  from  Springfield,  and  would  naturally  have  billed 
the  oil  through  at  the  rate  which  he  did  have  in  his  tariffs.  The 
improbability  of  eastern  shippers  learning  of  the  rate  combinations 
which  could  be  made  by  way  of  Springfield  is  indicated,  for  example, 
by  the  fact  that  the  tariff  clerks  of  the  Chicago  and  Eastern  Illinois 
Railroad  at  Chicago  (which  railroad  is  controlled  by  the  Frisco  sys- 
tem) when  asked  to  name  the  rates  from  Whiting  to  points  in  Indian 
Territory,  quoted  a  rate  to  Tulsa  of  57  cents,  which  was  the  regular 
through  published  fifth-class  rate,  probably  not  kowing  that  Tulsa  could 
be  reached  from  Chicago  for  29  cents  by  shipping  first  to  Springfield. 
The  records  of  the  St.  Louis  and  San  Francisco,  so  far  as  examined 
by  the  Bureau,  showed  no  shipments  of  oil  by  independent  concerns 
to  an}^  of  these  points. 

The  tariffs  of  the  Frisco  Railroad  quote  rates  from  Springfield  to 
Miami  and  Vinita,  Ind.  T.,  of  6  cents  per  hundred  pounds,  which, 
added  to  the  rate  of  21  cents  from  Chicago  to  Springfield,  makes  a 
through  rate  of  27  cents  from  Chicago;  also  a  rate  from  Springfield 
to  Claremore  and  Tulsa,  Ind.  T.,  of  8  cents,  making  a  combination  I'ate 
of  29  cents  from  Chicago.  The  same  rates  have  been  in  force  under 
various  issues  at  least  as  far  back  as  1898.  They  were  canceled  in 
January,  1900,  almost  immediately  after  the  Bureau  called  attention 
to  them.  At  the  same  time  that  these  rates  from  Springfield  were  in 
force  the  St.  Ix)uis  and  San  Francisco  Railroad  was  a  party  to  the 
tariffs  of  the  Indian  and  Oklahoma  Conference  Committee,  which 
specifically  named  through  rates  on  oil  from  St.  Louis  to  Vinita  and 
Claremore  of  30  cents,  to  Miami  30  cents,  and  to  Tulsa  of  52  cents  per 
hundred  pounds.  By  the  combination  based  on  a  shipment  to  Spring- 
field, therefore,  the  Standard  Oil  Company  was  able  to  reach  these 
points  in  Indian  Territory  from  Whiting  for  much  less  than  the  pub- 
lished through  rates  from  St.  Louis. 

If  the  Toledo  refiner  happened  not  to  know  of  these  rates  out 
from  Springfield  he  would  almost  certainlv  have  had  to  pay  the  local 
rate  to  St.  I^niis  plus  the  published  through  rate  from  St.  Louis  to 
destination.  This  would  have  made  the  total  cost  to  him  on  a  ship- 
ment to  Vinita  47  cents  per  hundred  pounds,  to  Miami  53  cents  ptM* 
hundred  pounds,  and  to  Tulsa  ♦)9  cents  per  hundred  pounds,  the  latter 
being  nearly  two  and  one-half  times  as  nuich  as  the  rate  actually  used 
by  the  Standard. 

The  various  places  under  discussion  are  shown  on  the  map  facing 
page  377. 

An  independent  refining  concern  at  Cherry  vale,  Kans.,  121  miles 
from  Tulsa,  was  in  October,  1905,  <|Uoted  by  the  Atchisoti.  Topeka 
and  Santa  Fe  Railway  a  rate  of  21*  cents  to  Tulsa,  which  was  the  same 
as  the  Standard  Oil  Company  would  pay  for  the  distance  of  709  miles 
from  Chicago. 
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The  Waters  Pierce  Oil  Company  used  these  four  Indian  Territory 
points  for  the  distribution  of  considerable  quantities  of  oil  in  less>than- 
carload  lots  to  small  towns  in  Indian  and  Oklahoma  Territories, 

It  should  be  noted,  in  considering  the  importance  of  these  rate  com- 
binations into  Indian  Territory,  that  at  the  time  covered  by  the 
examination  of  the  Bureau — 1904  and  1905 — the  Standard  Oil  Com- 
pany was  shipping  into  Indian  Territory  largely  from  Neodesha,  Kans., 
and  Corsicana,  Tex.,  retining  points  so  near  as  naturally  to  take  rates 
lower  than  those  published  from  Whiting. 

The  Frisco  Kailroad  has  established  other  low  rates  on  oil  out  from 
Springfield,  which  made  combinations  much  less  than  the  published 
through  rates  from  St.  Louis  or  Chicago.  The^e  rates  are  named  in 
special  jobbers'  tariffs  reading  out  from  Springfield,  which  were  duly 
printed  and  filed  with  the  Interstate  Commerce  Commission,  They 
were  not  secret  save  in  the  fact  that  they  would  not  be  likely  to  come 
to  the  attention  of  eastern  oil  shippers. 

Thus  there  is  a  provision  for  hauling  ears  of  oil  from  Spring'field  to 
the  neighboring  towns  of  Bolivar,  Chad  wick,  and  Ozark,  points  from 
18  to  48  miles  distant,  for  ^5  per  car,  or  about  1  or  2  cents  i>er  hun- 
dred pounds,  according  to  the  weight  of  the  car.  This  is  a  rentiarkahly 
low  charge,  especially  in  the  Southwest.  The  through  tariff  rates 
applying  on  oil  from  St.  Louis  to  these  towns — the  fifth-class  rates — 
are  25  cents  to  Bolivar,  41  cents  to  Chadwick,  and  35  cents  to  Ozark. 
The  Standard  Oil  Company  could  reach  these  tx)wns  from  St.  Louis 
for  17  or  18  cents  per  hundred  pounds  and  from  Chicago  for  22  or^2S 
cents.  Among  other  towns  which  could  be  reached  by  these  com- 
bitiations  based  on  Springfield  more  cheaply  than  on  the  through  i*ates 
wore  Sclignmn,  Ash  drove,  (ireorifield,  and  Exeter.  The  following 
table  shows  the  combinations  of  rates  l)ased  on  Springfield  to  these 
points  and  to  the  three  previously  mentioned,  in  comparison  with  the 
published  through  fifth -class  rates,  which  would  apply  on  oil: 

RATKS  FROM  ST.  LOUIS.  DIRECT  AND  VIA  SPRINciFlELI).  TO  POINTS  IN   SOUTHWESTERN 

MISSOURI. 

[Rates  ill  ci'iits  ]K'r  hundred  jionnds.] 

ti.  Icl.  St.  Louis,      j;.^    Lo„i^ 

Si'litruiHU K;  10                   -26  3t)  4 

AslHirovi- ir.  (i                   21  25  3 

^Jm'iifioM ir.  s                   24  27  3 

Kxettr 1»)  10                   Jt)  30  4 

Holivar h\  (•',                         ix  25  7 

Cha.lwiek K;  [<i)                          IS  41  23 

<  ►/.ark  1»".  ,  >i )                         IS  35  17 

«'$■')  per  car. 
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In  addition  to  the  rates  from  Springfield  to  the  |)oints  ah^eady  men- 
tioned— by  which  lower  combinations  can  he  made  than  the  published 
through  rates — rates  are  also  named  from  Springtield  to  important 
southwestern  Missouri  towns,  particularly  those  in  the  lead  district,  like 
Joplin  and  Carthage,  of  6  cents  per  hundred  pounds,  which,  added  to 
the  rate  from  Whiting  to  Springtield,  21  cents,  gives^  a  total  of  27 
centos,  the  same  as  the  published  through  rate  from  St.  Louis.  While 
this  combination  is  not  lower  than  the  through  rate,  it  was  an  advantage 
to  the  Waters  Pierce  Oil  Company  for  the  reason  that- it  enabled  it  to 
concentrate  oil  in  large  quantities  at  Springtield,  and  to  reship  the 
precise  grades  which  might  hap|3en  to  Ije  required  at  any  given  time 
at  the  points  of  tinal  destination. 

Section  17.  Secret  rates  to  and  by  way  of  Alexandria,  La. 

The  Stjindard  Oil  Company  through  its  subsidiary  concern,  the 
Waters  Pierce  Oil  Company,  has  enjoyed  the  advantage  of  exception- 
ally low  rates  from  Chicago  to  Alexandria,  La.,  which  is  an  important 
distributing  f)oint  in  the  center  of  the  State.  These  rates,  while  filed 
with  the  Interstate  Commerce  Commission,  were  effectively  secret,  and 
were  decidedly  lower  than  the  rate  named  by  the  same  railroad  to  the 
same  point  in  other  published  tariffs  which  would  be  more  likely  to 
fall  under  the  eye  of  the  competitive  shipper.  By  means  of  ''State" 
rates  from  Alexandria,  the  Waters  Pierce  Companj'  has  reached  many 
other  towns  at  rates  much  below  the  published  through  rates. 

The  Missouri  Pacific  Railroad  has  issued  a  tariff  effective  July  1, 
1903,  appl^'ing  on  classified  goods  and  on  numerous  special  conmiod- 
ities  from  St.  Louis  and  other  points  to  Shreveport,  Monroe,  Alex- 
andria, and  Boyce,  La.  These  are  important  distributing  centers  in 
Louisiana,  and  the  tariff,  applying  to  many  commodities,  is  a  conspicu- 
ous and  well-known  one.  This  tariff  names  a  rat^  on  oil  specifically 
from  St.  IjOxuh  to  the  points  mentioned  of  30  centa  per  hundred 
pounds.     The  same  or  higher  rates  were  named  in  earlier  issues. 

Before  this  tariff  was  issued  the  Missouri  Pacific  Railway  had  other 
tariffs  applying  on  oil  only,  naming  a  rate  of  25  cents  from  St.  Louis 
on  oil  destined  to  Alexandria  locally.  The  first  tariff  naming  the  25- 
cent  rate  which  was  filed  with  the  Interstjite  Commerce  Commission 
was  effective  July  16, 181M).  It  was  reissued  in  August,  1904,  continu- 
ing the  same  rate,  and  remained  in  force  till  May,  190<).  The  records 
of  the  Missouri  Pacific  Railroad  Company  show  shipments  under  this 
rate  at  the  same  time  that  the  tariff  naming  the  30-cent  rate  was  in 
force. 

It  has  already  been  pointed  out  in  Chapter  1,  and  also  in  connection 
with  the  discussion  of  various  rates  in  other  chapters,  that  a  tariff  filed 
with  the  Interstate  Commerce  Commission  may  yet  be  absolutely  a 
secret  tariff  so  far  as  the  ordinary  shipper  is  concerned.     Thesie  <ax\^^ 


366  ^  TRANSPORTATION    OF   PETROLEUM. 

on  oil  to  Alexandria  named  no  other  commodity  and  no  other  destina- 
tion. They  were  mimeograph  tariffs.  They  were  wholly  different 
from  the  conspicuously  printed  tariffs  subsequently  issued. 

In  addition  to  this  tariff  applying  on  oil  to  Alexandria  locally,  the 
Missouri  Pacific,  in  December,  1894,  tiled  with  the  Interstate  Com- 
merce Commission  a  tariff'  naming  a  rate  of  15  cents  from  St.  Louis 
to  Alexandria  on  oil  destined  to  stations  on  the  Southern  Pacific  Rail- 
way beyond  Alexandria.  A  reissue  of  1896  named  the  same  rates  and 
remained  in  effect  until  May,  1906. 

The  15-cent  proportional  rate  to  Alexandria  has  been  used  by  the 
Standard  Oil  Company  to  reach  a  number  of  important  towns  by  com- 
bination with  State  rates  made  by  the  Southern  Pacific  Railroad  out 
from  Alexandria.  The  rates  from  Alexandria  are  named  in  what  is 
known  as  a  ^^  local  speciaP'  tariff.  It  was  not  filed  with  the  Inter- 
state Commerce  Commission. 

Apparently  to  insure  more  completely  the  secrecy  of  this  combina- 
tion, the  railroads  have  conspicuously  published  through  rates  from 
St.  Louis  to  the  particular  towns  named  in  the  tariff  reading  from 
Alexandria.  The  latest  issue  containing  these  through  rates  is  a  joint 
tariff,  to  which  the  Missouri  Pacific  and  the  Southern  Pacific  are  parties, 
as  shown  on  its  face,  along  with  several  other  lines.  This  tariff 
applies  on  classes  and  coumiodities  generally  to  very  numerous  sta- 
tions in  Louisiana.  It  does  not  name  oil  mtes  to  most  points.,  but  it 
does  name  such  mtes  precisely,  and  only,  to  the  same  towns  which 
are  covered  hy  the  'Mocal  speciaP'  tariff  from  Alexandria,  and  which 
could  by  that  tariff  bo  roaelied  more  ch(*iiply. 

It  is  ahnost  inconceivable  that  a  competitive  refiner  should  have 
secured  tlie  advantage  of  this  rate  combination.  Had  he  otfereti  a 
shipment  at  St.  Louis,  or  inijuired  the  rat(*  of  the  local  agent  there, 
to  Opelousus,  La.,  for  exampl(\  the  agent  would  ordinarily  have  given 
him  the  tlirough  rate  conspicuously  named  in  the  regular  tariff  in  his 
hands.  The  agent  would  not  have  a  c()))v  of  the  tariff  of  the  South- 
ern Pacific  from  Alexandria  to  Opclousas,  and  would  not  even  know 
that  l)y  shipping  to  Alexandria  on  the  15-cent  rate  the  destination 
could  be  reached  more  (•liea])ly.  The  ship))er  would  not  !iaturally 
in(|uire  for  or  expectsurha  combination.  If  he  had  actually  found  the 
ttiriti"  naming  the  ir)-c<Mit  rate,  he  would  know  no  more  than  before  that 
he  could  use  it  advantag(M)usly  to  reach  Opclousas.  At  the  lntoi*state 
Commerce  Commission's  ollice  he  would  have  fared  no  better,  for  the  so- 
called  *•  State*"  tariff  out  from  Alexandria  would  not  have  been  found 
ther(\  Only  l)v  going  or  writing  to  Alexandria  could  he  have  learned 
the  rate  conil)ination,  and  pcM'haps  not  even  then.  To  all  intents  and 
purpos(\s  the  rates  from  St.  Louis  to  Opclousas  and  other  points  were 
secret  rates,  known  only  to  tlu?  Standard  interests.  The  recjuireuient 
of  })ublicity  of  rates  on  interstate  business  l)ecomes  an  absurdity  if 
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railroads,  while  publishing  through  rates  from  one  point  to  another, 
can  continuously  apply  a  lower  combination  of  local  rates  over  pre- 
cisely the  same  route,  by  tariifs  not  published. 

This  statement  as  to  the  effective  secrecy  of  the  Alexandria  rates  is 
not  a  mere  matter  of  inference.  For  the  purpose  of  testing  it  the 
Bureau  of  Corporations,  in  1906,  requested  an  oil  shipper  of  St.  Louis 
to  write  to  the  contracting  freight  agent  of  the  Missouri  Pacific  Rail- 
road to  ascertain  the  rate  on  oil  from  St.  Louis  to  Alexandria  proper, 
and  from  St.  Louis  to  Opelousas.  The  rate  quoted  to  Alexandria  was 
30  cents,  the  regular  rate  carried  in  the  printed  tariffs,  although  the 
Waters  Pierce  Oil  Company  was  shij>ping  at  25  cents  under  the  secret 
tariff.  The  rate  quoted  from  St.  Louis  to  Opelousas  was  59  cents. 
This  is  a  curious  quotation,  for  which  there  is  no  apparent  authority, 
unless  the  contracting  freight  agent  added  to  the  published  rate  to 
Alexandria  a  local  rate  from  Alexandria  to  Opelousas.  There  is  a 
through  published  tariff  rate  from  St.  Louis  to  Opelousas  of  40  cents 
per  hundred,  while  the  secret  combination,  based  on  the  15-cent  rate 
to  Alexandria,  was  only  33  cents. 

The  traflSc  officers  of  the  Missouri  Pacific  Railroad,  when  questioned 
about  these  rates  to  Alexandria,  substantially  admitted  that  they  were 
secret.  They  stated  that  the  15-cent  rate  from  St.  Louis  to  Alexan- 
dria was  virtually  a  proportion,  and  should  have  been  a  proportion 
of  the  published  through  rate  instead  of  being  combined  with  State 
rates  out  from  Alexandria  to  give  a  total  less  than  the  published 
through  rate.  They  immediately  gave  instructions  to  cancel  both  the 
25-cent  mte  to  Alexandria  proper  and  the  15-cent  proportional  rate. 
This  cancellation  itself  is  an  indication  of  the  impropriety  of  the  pre- 
vious rates. 

The  extent  of  the  departure  from  published  through  nites  by  means 
of  the  secret  Alexandria  proportional  tariff  is  shown  by  the  following 
table: 

COMPARISON  OF  THROUGH   RATES  FROM  ST.  LOUIS   AND  SFICRET  COMBINATION   RATES 
FROM  ST.  LOUIS  VIA  ALEXANDRIA,  LA..  TO  POINTS  IN  LOUISIANA. 

[Rates  in  cents  per  hundrtnl  pounds.] 


From  St.    Fnmi  Alex-   T..t^^  r^*^    Published  I 
rr,^  Ix)uii*to      andriato      V«.«,  «»         through        Differ- 

To—  AK»»„...        ,i.«.j.,...        inini  St.       ^,..#,7.™       ..r,^.. 


Alexaii-        dt»Mtina-  i"  .'i«  "»t^'  'rora 

dria.  tion.  ^^^-        St.  LouiM, 


Schriever 15  14  29  3<;  7 

Jeanerette 15  16  31  :th  ;  7 

Franklin 15  IG  ,  31  :»  ,  7 

Morjfan  City 15  16  31  M\  6 

St.  Martinsville 15  If.  31  40  9 

New  Iberia 15  16  31  3S  7 

Lafayette 15  18  33  40  7 

OpelouMw 15  18  33  40  7 

Crowley 15  19  34  40  6 
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It  will  he  seen  that  the  Waters  Pierce  Oil  Company  b^^  making  use 
of  this  combination  of  rates  b}-  way  of  Alexandria  could  ^et  into  the 
nine  towns  above  mentioned  at  from  5  to  9  cents  less  than  the  published 
through  rates.  In  order  to  appreciate  the  importance  of  this  discrimi- 
nation, it  should  be  remembered  that  these  nine  towns,  although  com- 
paratively small,  are  among  the  largest  in  Louisiana  outside  of  three  or 
four  "common  points,"  like  Shreveport  and  Monroe,  and  three  or  four 
Mississippi  River  points,  which  could  be  reached  on  low  through  rates 
attributed  to  water  competition.  These  points  are  stretched  through 
an  important  and  prosperous  belt  of  territory  from  Alexandria,  which 
is  about  in  the  middle  of  the  State,  to  the  Gulf.  Some  of  these  towns 
are  undoubtedly  also  centers  for  the  distribution  of  a  considerable 
amount  of  oil  in  less-than-carload  lots. 

The  points  affected  are  shown  on  the  accompanying  map. 

Not  only  was  the' Standard  Oil  Company  able  to  reach  the  particular 
towns  specified  on  these  low  combination  rates,  but  the  tariff  of  the 
Southern  Pacific,  above  mentioned,  contained  further  the  almost 
unprecedented  provision  that  cars  might  be  billed  to  the  next  station 
in  the  same  direction,  allowing  two  stops,  at  an  extra  cost  of  $5  for 
the  additional  haul  and  the  stop.  This  enabled  the  Waters  Pierce  Oil 
Compan}'  to  reach  twice  as  many  towns  at  a  slight  additional  cost, 
though  these  added  towns  were  much  less  important  than  those  listed 
in  the  tariff. 

Since  undoubtedly  the  competitive  shipper  into  Louisiana  would  have 
to  pay  the  full  published  through  rate  from  St.  Louis,  it  is  easy  to 
see  lit  what  an  enormous  disadvantage  he  would  stand  as  against  the 
Standard  Oil  Company.  A  comparison  for  convenience  ma}'  l>e  con- 
fined to  Toledo,  which  is  so  near  to  Whiting  that  it  ought  to  take  but 
little  higher  rates  on  hauls  as  long  as  those  to  Louisiana  point>. 
Whiting  is  i^±2  miles  from  Alexandria;  Toledo,  1,074  miles.  The 
Toledo  shipper  lias  to  pay  17  cents  to  reach  St.  Louis,  as  against  6 
cents,  which  until  recently  has  been  the  rate  chargecl  to  the  Standard 
Oil  Company. 

Adding  the  17-cent  rate  to  the  published  through  rate  from  St. 
Louis  and  the  0-cent  rate  to  the  special  combination  rates  by  way  of 
Alexandria  and  adding  also  ))ridge  charges  at  St.  Louis  when  no  pro 
vision  exists  for  their  absorption   by  the  railroads  the  table  on  the 
following  page  is  prepared. 


MAP  OF  LOUISIANA,  SHOWING  POINTS  REACHED  BY  RATE  COMBINATION  VIA  ALEX- 
ANDRIA, LA.r  FROM  OPELOUSAS  TO  MORGAN  CITY  AND  CROWLEY. 


LOUISIANA. 


^-c/^/^ 
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(OMrAKISON  OF  RATKS  FROM   WHITINCJ  AND  FROM  TOLEDO  TO  POINTS  RKACHKD  BY 
COMBINATION  THROlciH  ALEXANDRIA.  LA. 

[RatiM*  in  cents  jht  hundred  pnunds.] 


To- 


Fn>in  From       DilTor-  rj,  From         From       DitTcr- 

WhiiuiK.    Toledo,      vmv.  Whiting.    Toledo,      ence. 


Alexandrirt 31  47  IH      St.  Martinsville 38i  57  18i 


.<<'hrievtT :k>i  :>8  U\i     Ne vv  IWeria 3si 

.leanerelle :iKi'  fWS  I  l«i  |  Lafayette 40;| 

Franklin '  :w;l  oo  Kli  '  Opehaisjis 40ij 

M(»rKan  City |  3^J  W  14i  J  Crowley 4u| 


16* 
161 
llii 
154 


It  will  be  seen  that  the  Toledo  refiner  would  have  to  pay  to  reach 
these  points  on  an  averaj^e  alx)ut  45  per  c(»nt  more  than  the  Standard 
Oil  Company.  Toledo  is  only  152  miles  farther  by  way  of  St.  Louis 
from  these  points  than  Whiting,  the  excess  in  distance  being  less  than 
2(>  per  cent.  The  average  exces.s  in  rate  in  the  case  of  Toledo  is  fully 
1  cent  per  gallon,  while  one-half  cent  per  gallon  is  a  fair  profit  on  oil. 

The  extraordinary  discrimination  agsiinst  the  eastern  refiners 
involved  in  these  rates  may  be  further  indicated  by  the  fact  that  on 
classified  commodities  of  a  grade  taking  low  rates  like  those  charg«»d 
to  the  Standard  Oil  Company  on  oil,  the  shipper  at  Toledo  or  Cleve- 
land has  to  pa\'  only  5  or  (>  cents  per  100  pounds  moiti  than  the  Chicago 
shipper.  If  the  refiners  at  Toledo  and  Cleveland  were  put  on  an 
(Mjuitable  basis  by  the  milroads  they  would  liave  to  pay  only  5  or  i\ 
cents  more  on  oil  destined  to  these  Louisiana  points  than  the  Standard 
yniys,  whereas  the  actual  difference  is  from  14^  tolHj  cents  in  the  case 
of  Toledo,  and  from  l^J  to  20  cents  in  the  case  of  Cleveland.  These 
comparisons  between  oil  rates  and  class  rates  are  shown  in  deUiil  in 
the  table  in  section  12,  which  shows  also  other  points  in  Louisiana 
reached  l)v  the  Standard  Oil  Company  on  published  through  rates. 
The  table  also  compares  Cleveland  and  Pittsburg  rates  with  those 
from  Whiting. 

The  advantiige  of  this  Alexandria  combination  to  the  Standard  Oil 
Company  was  doubtless  much  greater  formerly  than  during  the  past 
two  or  three  years.  Previously  this  territory  was  supplied  with  oil 
almost  if  not  (juite  exclusively  from  Whiting.  At  present  a  large 
jwrt  of  the  oil  used  comes  from  the  affiliated  concerns  of  the  Standard 
in  Texas. 

2Hl«>— o<; L»4 


CHAPTER  VIII. 

KANSAS-TERRITORY  FIELD. 

The  subject  of  freight  rates  on  both  crude  and  refined  oil  has  been 
one  of  constant  agitation  in  Kansas  during  the  past  two  or  three  years. 
As  the  result  of  this  agitation  the  Kansas  legislature  in  its  session  of 
1905  passed  a  law  fixing  maximum  mtes  on  oil  within  the  State  on  a 
low  distance  basis. 

I.  BATES  AND  BATE  CHANGES. 

Section  1.  Changes  in  rates  to  Kansas  City  and  St.  Louis. 

Much  complaint  was  made  in  1904  because  the  railroads  advanced 
the  rates  on  oil  from  southeastern  Kansas  to  Kansas  City,  Mo.,  and 

St.  Louis. 

For  some  time  prior  to  August  15,  1904,  the  railroads  had  trans- 
ported both  crude  and  refined  oil  from  Neodesha,  Kans.,  the  Standard 
refining  point,  and  from  the  refinery  at  Humboldt,  then  the  only  com- 
peting concern,  as  well  as  from  the  crude  oil  fields  generally,  to  Kansas 
City  for  10  cents  per  hundred  pounds.  There  was  also  a  rate  of  15 
cents  per  hundred  from  Neodeslia  and  vicinity  to  St.  Louis,  which,  on 
its  face,  applied  only  on  crude  petroleum  and  naphtha.  As  a  matter 
of  fact,  this  l.'i-cent  rate  was  used  by  the  Standard  Oil  C^onipany  on 
shipments  of  gas  oil  and  fuel  oil,  as  well  as  on  crude  oil  and  naphtha. 

On  August  15,  1IM)4,  the  railroads  raised  the  rate  on  crude  and  refined 
products  from  southeastern  Kansas  to  Kansas  Ci^y  to  17  cent"-'.  At  the 
same  time  they  lixcnl  the  rate  on  crude  petroleum  and  all  of  its  j>roduct> 
from  Neodesha  and  vicinity  to  St.  Louis  at  2:^  cents.  This  change 
took  place  about  two  months  before  the  Standard  Oil  Company  com- 
pleted its  trunk  pipe  line  from  the  Kansas  field  to  its  new  refinery  at 
Sugar  Creek,  Mo.,  near  Kansas  City.  The  complaint  was  at  once 
raised  that  this  advance  in  freiglit  rates  was  made  at  the  instance  of 
the  Standard  Oil  Company,  and  for  the  purpose  of  shutting  comfx^t- 
itors  out  of  the  markets  which  it  could  thereafter  ivach  at  low  cost  by 
UK^ins  of  its  pi[)e  line. 

Ollicers  of  the  railroad  comi)anies  very  generally  assert  positively 
that  tliert^  was  no  connection  l>etw(MMi  the  advance  in  rates  and  the 
opening  of  the  Stanchird's  pipe  line.  Tiiev  say  that  the  change  wa.^ 
deterniinecl  on  in  June,  ll*04.  and  that  the  reason  for  it  wius  as  fol- 
lows:  The  rate  at   this  time  from  St.    Louis  to  Kansas  City  on  oil 
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procliu'ts  was  22  rents.  The  Standard  Oil  Company,  which  was  about 
to  open  its  refinery  at  Sugar  Creek,  near  Kansas  City,  desired  the  rate 
of  15  cents  which  applied  from  Neodesha  to  St.  Louis  to  be  applied 
also  from  Kansas  City,  which  was  nearer  than  Neodesha  and  inter- 
mediate between  Neodesha  and  St.  Louis  on  some  of  the  railroads 
making  the  15-cent  mte. 

The  railroads,  however,  were  not  willing,  so  they  say,  to  make  the 
rate  from  Kansas  City  to  St.  I^uis  15  cents,  because  this  action  would 
force  them  to  reduce  their  rate  from  St.  Louis  to  Kansas  City,  and 
would  entail  changes  in  rates  from  the  East  to  many  other  points  in 
the  Middle  West.  For  this  reason  they  determined  to  increase  the 
rate  from  Neodesha  to  22  cents,"  the  same  as  the  rate  from  St.  Louis  to 
Kansas  City,  and  then  to  make  the  rate  from  Kansas  City  to  St.  Louis 
also  22  cents.  They  say,  further,  that  this  change  having  been  deter- 
mined upon,  it  was  considered  necessary  and  proper  to  adjust  the  rates 
from  southeastern  Kansas  fields  and  other  points  on  a  more  stable  and 
prof)ortional  basis.  This  involved  advancing  the  rate  from  Neodesha 
to  Kansas  City  and  also  advancing  various  rates  to  other  parts  of  the 
State,  which  advances  included  some  from  Humboldt,  the  only  com- 
peting refining  |x>int  which  then  existed. 

The  ofBcers  of  the  Standard  Oil  Company  also  assert  that  the  advance 
in  freight  rates  to  Kansas  City  and  St.  Louis  was  not  taken  at  their 
instance,  but  was  made  against  their  protest.  They  state— and  the 
railroad  records  show  clearly  that  this  was  true — that  they  continued 
to  ship  great  quantities  of  oil  from  Neodesha  to  St.  Louis  after  the 
advance  in  rates  from  15  to  22  cents,  and  that  they  paid  nuich  more 
additional  freight  as  the  result  of  the  change  than  any  of  their  com- 
petitors or  of  the  crude-oil  producers. 

In  further  reply  to  the  criticism  with  regard  to  this  advance  in 
freight  rates,  so  far  as  that  criticism  comes  from  producers  of  crude 
oil,  the  officers  of  the  railroads  assert  that  virtually  no  crude  oil  had 
moved  from  southeastern  Kansas  fields  to  Kansas  City  even  under  the 
former  lO-cent  rate.  This  statement  also  appears  to  be  well  founded. 
It  should  be  noted,  however,  that  at  the  time  when  the  advance  in 
freight  rates  was  made  the  price  of  Kansas  crude*  oil  was  very  nmch 
higher  than  several  months  later,  so  that  the  producers  had  less  reason 
for  wanting  to  ship  it  to  markets  like  Kansas  Citv  for  consumption  as 
fuel. 

As  the  result,  doubtless,  of  the  criticism  which  arose  concerning  the 
advance  in  rates  to  St.  Louis  and  Kansas  City,  the  railroads,  in  March, 
11K>5.  restored  the  lo-cent  rate  on  crude  oil  from  points  in  southeastern 
Kansas  to  Kansas  ( -ity.     The  records  of  the  railroads,  however,  show 

"The  raU?  from  Nerxlenha  and  KaiiKaf  (Mty  to  St.  I^Miin  wum  re<liu*e<l  to  17  tvntp 
Septenilier  25,  1905,  and  in  HKXi  Xhv  rate  from  St.  Ixmis  to  KaiiKUi  City  wnf*  put  at 
the  paine  figure  ami  the  rate  from  Chic^ago  to  KanKas  City  vi\  2.*!  cetvV-i^. 
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that  very  little  advantage  has  been  taken  of  this  change  by  crude-oil 
producers,  and  that  very  little  crude  oil  has  been  shipped  from  any 
part  of  this  territory  to  Kansas  City.  The  explanation  of  this  fact 
appears  to  be  that  even  a  lo-cent  rate  is  not  low  enough  to  enable 
crude  oil  to  be  shipped  profitably  to  Kansas  City  for  sale  in  conn>e- 
tition  with  the  fuel  oil  produced  by  the  Sugar  Creek  retinerv.  A  rate 
of  10  cents  per  hundred  is  eijual  to  82  cents  per  barrel,  which  is  a  large 
fraction  of  the  value  of  fuel  oil  in  Kansas  City.  It  has  already  In^en 
pointed  out  repeatedly  that  the  cost  of  pipe-line  transportiition  is  My 
low  that  it  is  virtually  inipossilde  for  the  railroads  to  compete  with  it 
with  prolit  to  thenis«dvcs. 

There  appears  to  have  b(»en  some  unfairness  in  the  applii^tion  of 
the  lO-cent  rat*^  from  southeastern  Kansas  to  Kansas  City,  Mo.  When 
the  li^cent  rate  was  tirst  restored  in  March,  11^0;*),  the  tariffs,  !>oth  of  the 
Santa  Fe  and  the  Frisco,  made  it  ap])licable  only  on  crude  oil.  On 
April  *2\^  the  Santa  Fe  amcMuled  its  tariff  to  read,  *'Oil,  crude  or  p(»tro- 
leum."  This  language  is  very  peculiar  and  does  not  show  clearly 
whether  it  is  intended  to  include  n^tined  petroleum  products.  Taritfs 
which  an*  intended  to  include  both  p(»troleum  and  its  prcxlucts  usually 
read,  "  Petroleum  and  its  products,"  or  in  equally  definite  terms.  The 
president  of  the  Santa  Fe,  and  the  general  freight  agent  at  TojX'ka 
as  well,  have  statiMl  that  this  rate  after  April  21*  was  intended  lo 
apj)ly  on  lioth  crude  and  lefined  oil.  Nevertheless,  in  October,  1905, 
soon  after  the  new  retint'ry  at  Cherry  vale  was  opened,  th(»  genenil 
freight  agent  of  thi^  Santa  V{\  in  response  to  a  r(M|uest  for  nite**, 
(juoted  this  concern  lo  cents  on  ci'ude  and  17  cents  on  refined  oil  from 
Cherry  vale  to  Kansas  Cit  v.  Cherry  viile  is  clearly  entithni  to  the  >ame 
rates  as  Neodoha  and  other  p()int>  in  southeastern  Kansas  whii-h  are 
named  in  the  taritV.  as  the  tariti  stated  that  these  rates  were  applicable 
aUo  i'loni  internnMliate  points,  and  Cherry\ale  is  intermediat«». 

The  Frisro  tarill".  Iik(»  that  of  the  Santa  Fe.  was  amended  in  ll»o5  tn 
apply  on  "crude  oil  or  pet  loleunT*  a  rati' of  lo  cents  from  Ne(Kie>ha 
to  I\an>a^  City.  This  tarilV  statecl  that  it  applied  from  intermediate 
point>.  and  it  shoidd  therefore  apply  from  Cherry  vale.  Karly  in 
()(iol)er.  l!M>;>,  liow«'\('r.  the  Fi'i-sco  amended  its  tariff  so  as  to* reail  on 
cniile  oi*  retineil  <)il,  luit  aUo  >o  as  not  to  apply  from  intermediate 
point-.  The  Clieirvxale  retinei'  i>,  therefore,  no  longer  al)le  to  get 
the  JO-ciMit   late  ovci'  the  Frisco. 

Section  2.  Rates  on  crude  oil. 

The  policy  of  railrojids  reaching  the  oil  lields  of  Kansi.s,  Indian  Ter- 
ritory, and  ()klahoma  with  regard  to  the  transportation  of  crudt'  i)il 
has  hcen  in  sonic  cases  mireasonable.  So  long  as  the  Standard  Oil 
Company  had  need  to  tran>port  crude  oil  by  rail  on  account  of  tin* 
nncom})lete(l  state  of  its  pipe-line  ^y>tem,  the  railroads  nnule  a  number 
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of  low  rates  on  crude  oil.  As  soon  as  the  Standard  Oil  Company  no 
lontr^r  used  these  rates  they  were  nineeled  and  nuich  higher  rates 
substituted.  Thereafter,  through  the  action  of  the  Kansas  le^^islature 
of  11**>5  in  prescribing  rates  both  on  crude  and  refined  oil  within  tlie 
State  of  Kansas,  the  cost  to  the  crude  oil  producer  or  the  independent 
refiner  for  tnmsporting  crude  oil  was  made  decidedly  low.  High 
rates  still  prevail,  however,  on  crude  oil  in  interstate  business. 

Back  in  1JH)8  and  V,H}4:  there  were  numerous  rates  in  effect  on  Kan- 
sas crude  oil  which  were  comparatively  low.  Some  of  these  rates 
might  Imve  been  used  l)y  producers  of  crude  oil  who  desired  to  market 
it  in  its  crude  state  as  fuel.  Thus,  the  Atchison,  Topelva  and  Santa 
Fe,  in  its  tariff  of  November  2n,  1903,  quoted  rates  on  crude  oil  from 
Humboldt  and  Chanute  of  10  cents  to  Kansas  City,  Mo.,  and  Lawrence 
and  Ottawa,  Kans. ;  18  cents  to  Emporia,  and  15  cents  to  Topeka  and 
Wichita.  Other  rates  on  about  the  same  general  scale  were  named 
from  Peru,  Benedict.  Klk  City,  and  other  points  where  crude  oil  was 
produced,  to  similar  destinations.  It  is  sUited  by  railroad  officers, 
however,  that  very  little  oil  moved  on  any  of  the  rates  except  certain 
rates  to  Neodesha  and  to  Caney,  Kans. 

These  nites  on  crude  oil  to  the  refinery  of  the  Standard  at  Neo- 
desha and  to  the  tem{>orarv  t^^rminus  of  its  pipe  line  at  Caney  were 
esp<'cially  low  in  comparison  with  interstate  rates  now  quoted.  Thus, 
on  January  1, 11K)4,  a  rate  was  put  into  effect  from  Bartlesville,  Ind.  T., 
to  Caney,  Kans.,  of  5  cents  ])er  hundred  pounds,  and  a  rate  from  Long- 
ton.  Kans.,  to  Chanute,  Kans.,  of  7  cents.  Tlu*  Santa  Fe  in  11*04  had 
a  rate  of  7  cents  from  Longton,  Coffeyville,  and  Peru  to  Neodesha,  and 
of  5  cents  from  Benedict  to  Neodesha,  while  the  F'risco  chargcnl  only 
6  cents- from  Humboldt  to  Neodesha,  ♦>1*  miles.  All  of  these  low  rates 
were  used  to  a  greater  or  less  extent  by  the  Standard  Oil  Company  to 
reach  its  retinery  from  points  where  there  was  no  pipe  line.  Th(»  rate 
from  Bartlesville  to  (-aney  was  canceled  November  5,  11)04,  and  those 
from  Longton,  Coffeyville,  Benedict,  and  Peru  to  N\^d(»sha  were  can- 
celed February  21,  ll*or>.  Various  low  rates  of  th<»  Frisco  haviMilso 
been  canceled  when  no  long(»r  used  by  the  Standard,  whose  pipe  lines 
now  reach  virtually  all  parts  of  the  oil  fields.  Meantime,  the  low 
rates  previously  mentioned  from  Humboldt,  Chamite.  Peru,  B(Miedict, 
and  similar  points  to  various  destinations  in  Kansas  had  also  been 
(•anceled  and  were  no  longer  available  to  the  crude-oil  j)r()(iucer, 
although  on  account  of  the  fall  in  the  price  of  cru(U»  oil  he  might 
have  desired  to  use  them  in  shipping  oil  for  fuel. 

As  is  stated  below,  th(»  Kansas  law  of  iM^bruarv.  l^n;*).  fixed  a  very 
low  basis  of  freight  nites  on  oil  and  its  j)roducts  within  the  State  of 
Kansas.  The  indej)endent  refineries,  including  the  Wei»>ter  plant  at 
Humboldt,  whieh  dated  from  early  in  ll*<»4.  the  Cnele  Sam  Oil  Com- 
panv's  plant  at  Cherry  vale,  which  was  o|M'ned  in  the  CwVV  vA  V>^\^,^*^\\^ 
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those  of  various  other  concerns  still  more  recently  opened,  were  there- 
after able  to  get  their  crude  oil  bv  rail  from  the  immediate  vicinity  at 
reasonable  charges.  It  is  probable  that  the  plants  in  the  northern 
part  of  the  oil  fields  have  had  no  particular  difficulty  in  obtaining 
all  the  crude  oil  they  were  able  to  handle,  either  through  pipe  lines 
or  by  rail  from  other  Kansas  points.  The  refinery  at  Cherryvale, 
however,  which  is  comparativel}"  near  to  the  Indian  Territory  line, 
has  sought  strenuously  to  obtain  a  low  rate  on  oil  from  Bartlesville, 
Ind.  T.  This  request  was  first  made  in  October,  11)05;  and  w  a.s  for  a  i-ate 
of  15  cents  per  barrel  or  5  cents  per  hundred  pounds  from  Bartlesville 
to  Cherryvale.  The  general  freight  agent  of  the  Santa  Fe,  to  whom 
the  request  was  addressed,  named  a  rate  of  15  cents  per  hundred,  or 
three  times  as  much  as  had  been  requested.  Finally,  about  March  1, 
11M)6,  the  Santa  Fe  made  a  rate  on  crude  oil  from  Bartlesville  to 
Cherryvale  of  12  cents  per  hundred. 

Hartlesville  is  55  miles  from  Cherryvale,  and  a  rate  of  15  cents  per 
hundred  pounds,  which  was  the  onl}^  one  available  for  several  months 
w^as  e(iual  to  nearly  5i  cents  per  ton  per  mile,  an  excessivel3'  high 
rate  for  a  product  of  such  low  value  as  crude  oil.  Even  the  l:^-cent 
rate  amounts  to  4it  cents  per  ton  per  mile.  The  comparative  unn*a- 
sonableness,  especially  of  the  15-cent  rate,  is  more  apparent  when  it  i^ 
contrasted  with  the  5-cent  mte  from  Bartlesville  to  Cane3'  allowtnl  to 
the  Standard  Oil  Company  during  1904,  before  the  completion  of  its 
pipe  line.  Caney  is  only  11)  miles  from  Bartlesville,  but,  according 
ordinary  railroad  practice,  5  cents  for  19  miles  is  relatively  very  much 
lower  than  V2  ctMits  for  55  miles. 

The  traffic  officers  of  the  Santa  Fe,  in  commenting  upon  the  former 
rate  of  5  cents  per  hundred  on  crude  oil  from  Bartlesville  to  Caney. 
have  stilted  that  it  was  made  in  view  of  altogether  exceptional  condi- 
tions; that  the  railroad  kiu^w  that  the  Standard  was  building  a  pipe 
line  from  Bartlesville  to  Caney  to  connect  with  the  existing  line  to 
Xeodtvsha;  that  there  was  a  verv  large  (juantity  of  crude  oil  already 
in  storage  at  Hartlesvillc  and  vicinity;  and  that  by  making  this  low 
rate  they  could  move  a  large  volume  of  oil  during  the  short  interval 
which  would  rcMuain  bcfoi'c  the  completion  of  the  pipe  line.  In  other 
words,  the  rate,  it  is  said,  was  made  to  secure  trafiic  which  otherwise 
would  not  have  l)eeii  secured  at  all.  It  is  contended  that  the  coiuli- 
tions  are  ditlerent  when  the  small  indepenchMit  refiners  ask  for  rates 
from  Bartlesville  into  Kansas.  The  j)oints  referred  to  in  this  section 
ai"e  shown  on  tlu^  ac-ompanying  map. 

Section  3.  Kansas  statutory  rates. 

The  Kan>as  legislature  in  VMKt^  in  connection  with  other  legislation 
atlectingthe  oil  industry,  lix(Ml  a  scIumIuIc  of  maxinnun  rat(»s  applicable 
(>/i  slijpnu'hts  of  oil  within  the  State  of  Kansas.     This  schedule  applies 
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on  both  crude  and  refined  oil,  and  on  both  carload  and  le^s  than  car- 
load shipments.  It  provides  ""single-line"  mtes  for  shipments  over 
a  single  railroad  and  somewhat  higher  rates  for  the  same  distance 
when  the  use  of  two  milroads  is  necessary.  The  following  is  a  copy 
of  this  schedule: 

KANSAS  STATl'TORY  DISTANCE  RATES  ON  OIL,  CRUDE  OR  REFINED.  IN  CARLOADS  OR 

LESS  THAN  CARLOADS. 

[Rates  in  eentM  per  hundred  pounds.] 

Single-  D*>uble- 
DiHtanee.  line        line  Distance. 


Single- 
line 
rate. 

Double- 
line 
mte. 

7 

8.6 

7.5 

9 

8 

9.6 

8.5 

9.6 

9 

10 

9.5 

10 

10 

10.6 

10.5 

10.6 

6  mile.**  or  less 2.5  4  100  miles  and  over  hO  mil«»... 

10  miles  and  over  fi  miles 3  4. 5  125  miles  and  over  100  miles  . 

15  miles  and  over  10  miles '^.b  5  1.50  miles  and  over  125  miles  . 

20  miles  and  over  15  miles 4  5. 5  176  miles  and  over  150  miles  . 

30  miles  and  over  20  miles 4. 5  C.  200  miles  and  over  175  miles  . 

40  miles  and  ovtT  :iO  miles 5  il.  5  2*J5  miles  and  over  200  miles  . 

50  miles  and  over  40  miles 5. 5  7  250  miles  and  over  225  miles  , 

TiO  miles  and  over  .50  miles «  7.5  Over  2.'>0  miles 

«0  miles  and  over  (50  miles 6.5  8 

Wh,en  the  distance  is  over  250  miles,  the  following  additions  are 
made  to  10^  cents: 

Distance.  Rate.  ||  Distance.  I    Rate. 

60  miles  or  less 1  |  iiO  miles  and  over  200  miles 6 

100  miles  and  over  50  mi U's 2  300  miles  and  over  250  miles 5.5 

150  miles  and  over  100  miles 3  Over  300  miles 6 

20O  miles  and  over  150  miles 4|  1 

The  nites  named  by  the  legislature  are  undoubtedly  decidedly  low 
for  that  section  of  the  country.  The  milroads  complain  of  these  nites 
as  unjust  to  them.  They  assert  also  that  the  low  raU\s  are  of  more 
advantage  to  the  Standard  Oil  Company  than  to  its  competitors, 
l>ecause  the  Standard  ships  so  much  more  oil  under  them.  The  offi- 
cers of  that  company  t4ike  the  same  position,  holding  that  the  change  in 
mtes  has  been  of  more  benefit  to  them  than  to  compc»titors,  but  they 
agree  with  the  railroads  that  the  rates  are  themselves  too  low. 

This  report  presents  no  conclusion  as  to  whether  the^i-ates  fixed  by 
the  Kansas  legislature  are  unfair  to  the  railroads.  Then*  can  be  little 
question,  however,  that  they  are  beneficial  to  the  smaller  concerns. 
They  aid  them  to  some  extent  in  obtaining  crude  oil  at  low  co.st  and 
thus  reducing  their  disadvantage  as  against  the  Standard  Oil  Com- 
pany with  its  pipe  lines.  Moreover,  the  uniform  adjustment  of  rates 
throughout  the  State  precludes  the  possibility  of  such  discriminations 
in  behalf  of  particular  ship[)ing  points  as  exist  in  many  other  parts  of 
the  countrv. 
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The  independent  refiners  as  well  a^  the  crude-oil  producers  of  Kan- 
sas ha\  e  made  many  complaints  since  these  rat^s  went  into  effect  of 
discrimination  as  between  shipments  to  points  in  Kansas  and  shipments 
to  points  in  other  States.  They  point  out  that  the  rate  from  a  Kansas 
shipping  point  to  a  station  on  the  boundary  of  Kansas  may  1k^  often 
only  one-half  or  one-third  of  the  rate  from  the  same  shipping  [X)int  to 
a  station  in  another  State  only  a  few  miles  farther  away.  The\'  speak 
of  this  difference  a.s  a  discrimination  and  refpr  to  a  Chinese  wall  which 
has  been  built  around  the  State  of  Kansas. 

It  is  impossible  to  agree  with  many  of  these  contentions  of  the  inde- 
pendent refiners  and  producers.  The  railroads  are  clearly  under  no 
legal  or  moral  obligation  to  fix  their  rates  on  interstate  shipments  on 
the  same  basis  as  the  rates  established  by  law  within  the  State  of 
Kansas.  It  may  readily  be  that  in  many  particular  cases  the  inter- 
state rates  are  unnecessarily  high,  but  the  railroads  can  scarcely  l)e 
expected  vohnitarily  to  reduce  them  all  to  the  basis  of  the  Kan.>jis 
rates. 

The  confusion  and  uncertainty  arising  out  of  the  complicated  rate 
situation  in  Kansas  with  regard  to  shipments  destined  to  points 
beyond  or  near  the  State  line,  is  well  illustrated  in  the  case  of  a  ship- 
ment of  refined  oil  from  Cherry  vale  to  Kansas  City,  Kans..  in  April 
of  the  present  year.  The  local  agent  of  the  Santa  Fe  in  billing  this 
shipment  applied  the  rate  appropriate  under  the  State  law  to  the 
single  line  distance  from  Cherryvale  to  Argentine,  the  Kansas  City 
junction  point  of  the  Santa  Fe,  or  XJ-^  cents.  SubsecjUently,  how- 
ever, this  waybill  was  revistnl  and  a  late  of  10  ciMits  was  a})pIi<Hl, 
''l)ase(l  on  niih^age  fi'om  Chi'irvvale  to  Kansas  City,  Kans.,  \  ia  Leav- 
enworlli  and  Missouri  Pacific."  winch  was  the  rate  ap|)ropriate  t(»  the 
(]onl)Ic  line  distanci*  over  the  route  UKMitioiied.  Hut  the  shi])uient  did 
not  move  via  Leavenworth  and  the  Missouri  Paciiic.  Tin*  Santa  Fe 
reaches  Kan>as  City.  Kans.,  over  its  own  lailsonly  by  passing  through 
Kansas  City.  Mo.  Accordingly,  the  shipment  was  actually  carried  to 
the  latter  pcnnt  and  there  transferred  to  the  Kansas  City  Txdt  railway 
for  (h'li\(M"v  in  Kansas  City.  Kans.  In  the  opinion  of  the  general 
fi  eight  ag(M)t  of  the  Santa  Fe  this  was  an  interstate  shipment,  and 
it  wa>  th«'refoi-e  iin])i"o|)er  to  a]i])ly  th«'  Kan>as  rate  for  either  the 
single  or  the  double  line  distance,  the  cornu-t  rate  heing  the  inter- 
state taritf  rate  fi'oni  Cherry \  ale  to  Kan>a>  City.  Mo..  IT  cents,  plus 
a  switching  charge  o\'  the  Kan>a^  City  Tx'h  amounting  to  S:>. 

Section  4.  Rates  from  Neodesha  to  southwestern  Missouri  points. 

The  Standard  ()il  ('oinj)any  (hiring  !!••'/)  had  a  rate  of  lo  cents  ptM* 
hnndi"«'(l  |)o!inds  oxer  the  St.  Loni>  and  San  I'^rancisco  from  Neodesha 
on  a  laige  traliic  to  ^out Invc-tern  Mi^^ouri  ])oint>.  The  independent 
retiner\  at  Cherrvvale.  which  lies  hetwcen  Neodr'sha  and  these  south- 
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western  Missouri  points,  was  quoted  by  the  same  railroad  a  i-ate  of  17 
cents,  and  the  independent  refinery  at  Huni})()ldt,  Kans.,  which  isabt)ut 
(Mjually  distant,  was  ehart^ed  a  rate  of  22  cents  by  the  Missouri.  Kansas 
and  Texas,  in  which  rate  the  Frisco  participated. 

This  discrimination  has  i)een  brought  about  in  the  following  manner: 
It  will  be  recaUed  that  the  tariffs  of  the  St.  Louis  and  San  Francisco 
and  Atchison,  Topeka  and  Santii  Fe  railroads,  reading;  from  Neodesha 
to  Kansas  City,  Mo.,  have  provided  for  a  lO-cent  rate.  The  terms  of 
these  tarifis  were  so  vaj^ue  that  it  was  not  clear  whether  this  rate 
applied  on  refined  oil  or  only  on  crude.  At  any  rate,  the  chief  tmfKc 
orticer  of  the  Atchison,  Topeka  and  Santa  Fe  in  October,  1905,  cpioted 
to  the  refinery  at  Cherryvale,  Kans.,  a  rate  of  17  cents  on  refined  oil 
and  10  cents  on  crude,  Cherry  vale  bein«^  intermediate  between  Kansas 
City  and  points  named  in  the  Santa  Fe's  tariff  as  taking  the  in-cent 
rate.  Th(»  St.  Louis  and  San  Francisco  Railroad  Company  has  actu- 
ally interpreted  its  tariffs  readinj^  from  Neodesha  to  Kansas  City,  for 
the  bcn(*fit  of  the  Standard  Oil  Company,  as  authorizing  a  lo-cent  rate 
on  refined  oil  as  well  as  crud(».  Then,  by  reference  to  a  circular  of 
the  Frisco  system  making  Kansas  City  rates  applicable  to  c(»rtain  other 
])oints,  the  10-cent  rate  has  been  made  available  to  the  Standard  Oil 
Company  on  shipments  of  refined  oil  from  Neodesha  to  a  large  section 
of  southwestern  Missouri. 

In  thl.s  way  the  rate  of  10  cents  per  hundred  pounds  from  the  oil 
fif'lds  of  southeastern  Kansas  to  Kansas  City,  which  was  made  by 
the  railroads  as  a  concession  to  the  popular  demand,  has  actually  been 
used  to  tht»  special  advantage  of  the  Standard  Oil  Company,  and  has 
helped  others  but  litth*. 

In  order  better  to  understand  this  situation  reference  should  be 
made  to  the  accompanying  map,  which  shows  the  relation  of  tlie 
various  refining  points  to  the  southwestern  Missouri  territory.  The 
map  also  includes  the  lines  of  the  Frisco  system  connecting  these 
])oints.  It  will  b(»  seen  that  Cherryvale  is  intermediate  on  the  line  of 
this  railroad  betw«^en  Neodesha  and  south w(»stern  Missouri. 

The  lu-cent  rate  «Mijoved  by  the  Standard  Oil  Company  on  ship- 
ments to  M>uthw«»st«»rn  Missouri  applit^d  to  a  large  number  of  impor- 
tant towns.  The  territory  include-  the  ])oj)ul()u^  \viu\  region,  n>  well 
as  a  large  and  prosperous  agricultural  district.  The*  lo-cent  rate  has 
applie<l  from  Neodesha  to  .Joplin,  Carthage.  Webb  City,  Clinton, 
Neosho,  Monett.  and  other  points  on  the  lines  of  the*  Frisco  as  fai*  east 
as  Springfiehi,  Mo.  Springfield  is  an  exceedingly  large  distributing 
point,  from  which  oil  is  shipped  on  favorable  rates  both  in  carloads 
and  less  than  carloads  to  many  smaller  town^^  and  even  into  Indian 
Territory.  'I'he  shipments  of  the  Standard  Oil  Company  from  Neodesha 
to  Houthwest<»rn  Missouri  points  on  the  lo-ccnt  rate  during  October, 
190.'),  as  shown  bv  the  tomiage  records  of  the  Frisco  Ruilvowd,  wv^vv^v- 
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giited  over  I,2oO,0<K)  pounds.  Shipments  during  March  and  April, 
1905  (possibly  not  including  the  entire  months),  aggregated  1.315.053 
poundsi.  It  is  probably  safe  to  say  that  the  shipments  from  March  to 
NovemlM^r,  1905,  inclusive,  averaged  over  750,^M)0  pounds  per  month. 

Admitting,  for  the  moment,  that  the  application  of  the  10-ceut  rate 
on  any  of  these  shipments  was  legal,  it  clearly  shows  the  confusion 
which  arises  from  the  complicated  methods  of  arranging  tariffs.  The 
Frisco's  Uiriff  No.  481  D,  effective  Deceml>er  18,  19r>4,  was  a  si^ecial 
tariff  on  oil  and  its  products  reading  from  Neodesha  and  Pittsburg;, 
Kans.;  Springfield,  Mo.;  Muskogee  and  Red  Fork.  I nd.T.;  to  various 
stations.  This  tariff  stated  specitically  and  clearly  that  the  rate  on  oil. 
crude  or  retined,  from  Neodesha  to  a  considerable  number  of  jK>int4i 
in  southwestern  Missouri  was  17  cents  pi»r  hundred  pounds.  These 
points  include  Carthage,  Webb  City,  and  Joplin.  An  amendment. 
effective  January  1,  1905,  named  the  17-cent  rate  to  still  other  points. 
including  Springfield,  Nichols,  and  Auroni.  An  amendment  dated 
October  8,  1905,  reduced  the  rate  to  Springfield  to  15  cent^,  but  left 
the  other  17-cent  rates  unchanged. 

The  lO-cent  rate  has  been  secured  by  reference  to  a  circular  of  the 
St.  Louis  and  San  Fmncisco  Railroad  Company,  No.  107  A,  effective 
January  28,  1904,  and  duly  filed  with  the  Interstate  Commerce  Coiu- 
niission.  This  circular  provides  that  the  rates  between  stations  on  or 
north  of  the  Frisco  line  from  Springfield,  Mo.,  to  Columbus,  Kans.,  on 
the  one  hand,  and  stations  west  and  south  of  this  line,  on  the  other 
hand,  which  would  include  Nc^odesha,  shall  be  the  current  rates  in 
effect  in  certain  eiuuncM-ated  tariffs  between  Kansas  City,  Mo.,  and  such 
stations  south  of  the  ab()V('-(lescril)e(l  line.  The  tiiriff  of  the  Frix-o 
naming  rates  between  Neodesha  and  Kansas  City  was  amended,  after 
the  issue  of  this  circular,  so  as  to  name  a  rate  of  10  cents.  The  cir- 
cular has.  therefoi'c,  been  referred  to  asauthorizing  the  application  of 
the  same  rate  bt»tween  Neodesha  and  points  on  the  Frisco  in  Missouri 
west  of  Springtieid.  Only  a  shipj)er  al)le  to  maintain  an  ex|H*nsive 
tariff  bureau,  as  the  Standard  does,  eould  reasonably  be  expei-ted  to 
evolve  from  this  complex  arrangement  the  rate  in  (juestion.  In  any 
event,  tlie  Standard  was  th<'  only  eoneern  which  did  secure  this  nite. 

No  oidinary  shipper  would  Ix^  likcdv  to  discover  the  possibility  of 
such  an  application  of  the  rate.  In  the  tir>t  |)Iac(\  the  rate  between 
Kansas  ('ity  and  Neodesjm  is  not  a  rate  between  Kansas  City  and  a 
••station  south  of  the  al)()\c  <lese!il>ed  line,"  for  Neodesha  is  to  the 
west  and  nortjj  of  tlu»  line.  \\\  the  literal  terni^of  the  circular  itself, 
therefore,  it  did  not  warrant  the  inter])retation  put  upon  it:  and  this 
was  admitted  by  tiie  general  freight  agent  of  tln^  St.  Louis  and  San 
Fi*:incisco.  who  stated.  howe\ cr.  that  the  language  employiHl  did  not 
express  the  original  intention,  which  would  have  ])tM'mitttHl  tin*  appli- 
cation niadi'.      Hut  bevond  this,  tht*  circular  statt»s: 
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The  current  rates  in  effect,  In  tariffn  eiutmerated  helotr,  between  Kansas  City,  Mo., 
and  any  station  south  of  the  above-descriljed  line  will  be  the  maximum  rates  to  \)e 
appHed  l)etween  such  station  and  any  station  on  and  north  of  said  Hne. 

The  circultir  continues: 

The  foregoing  will  apply  as  an  amendment  to  the  following  tariffs. 

A  long  list  of  tiiritfs  follows,  but  this  list  does  not  include  Tariff 
No.  481  D,  which  named  the  rates  on  oil  from  Neodesha  to  points  in 
southwestern  Missouri,  nor  does  it  include  the  preceding  tariffs  which 
were  ciinceled  by  No.  481  D.  There  have  been  amendments  to  the 
circular,  but  none  of  them  says  anything  about  the  tariff  on  oil  from 
Neodesha. 

The  theory  on  which  this  circular  was  made  to  authorize  the  10-cent 
rate  is  that  it  did  enumerate  among  the  tariffs  listed  the  tariff  apply- 
ing on  oil  between  Kansas  City  and  Neodesha  (4H9),  and  that  amend- 
ments to  its  successor,  499  A,  contained  the  10-cent  rate  after  March, 
1905.  It  might  be  contended,  therefore,  that  this  tariff  was,  by  the 
circular,  amended  so  as  to  include  southwestern  Missouri  points.  A 
railway,  h  jwever,  ought  not  to  be  allowed  to  amend  one  tariff  by  an 
amendment  to  another  tariff  covering  wholly  different  points.  So  long 
as  the  tariff  No  4S1  D,  which  specifically  named  the  17  cent  rate,  was 
not  mentioned  in  the  circular  as  being  amended,  and  so  long  as  it  did 
not  itself  refer  to  the  circular  or  to  any  provision  regaixiing  maximum 
rates,  ordinary  shippers  had  no  notice  that  it  was  amended.  As  a 
matter  of  fact,  Tariff  No.  481  D  was  issued  after  the  circular,  and  so 
could  not  be  amended  b}'  it. 

The  circular  was  first  used  asa  basis  for  the  10-cent  rate  from  Neodesha 
to  southwestern  Missouri  points  in  March,  1905.  The  tiiriff  publish- 
ing the  17-cent  rate  to  these  points  was  dated  December  LS,  1904. 
It  was  repeatedly  amended  during  1905,  but  none  of  these  amend- 
ments indic^ated  in  any  way  that  a  rate  of  10  cents  was  to  be  applied. 
On  the  contrary,  they  left  the  rate  of  17  cents  apparently  in  effect  to 
all  the  southwestern  Mis.souri  points  mentioned,  except  that  in  Octo- 
ber, 1905,  the  rate  to  Springfield  was  reduced  to  15  cents.  At  the 
very  same  time  that  this  amendment  of  October  8,  1905,  was  issued, 
directly  proclaiming  that  the  rate  from  Neodesha  to  Springfield  was 
15  cents,  the  Frisco  was  carrying  oil  for  the  Standard  Oil  Company 
from  Neodesha  to  Springfield  for  10  cents. 

The  railroads  themselves  apparently  had  no  intention  of  changing 
their  regular  17-cent  rate  from  Neodesha  to  southwestern  Missouri 
when  the}'  n»duced  the  Kansas  City  rate  to  10  cents.  Cp  to  at  least 
some  time  in  May,  1905,  the  St.  Louis  and  San  Fnincisco  Railroad  was 
billing  oil  for  the  Standard  from  Neodesha  to  south west(»rn  MisMMiri 
points  at  17  cents  jier  hundred  pounds,  and  collecting  these  charges. 
About  that  time,  however,  the  Standard  Oil  Company  put  in  a  claim 
against  the  St.  Louis  and  San  Francisco  to  hav^  \\  Vv>-^^wV  \\\\.^ 'kvo>>J^\^^ 
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on  both  crude  and  refined  oil,  and  on  both  carload  and  le^s  than  car- 
load shipments.  It  provides  ''single-line''  rates  for  shipments  over 
a  sinj^le  railroad  and  somewhat  higher  rates  for  the  same  distance 
when  the  use  of  two  milroads  is  necessary.  The  following  is  a  copy 
of  this  schedule: 

KANSAS  STATl.'TORY  DISTANCE   RATES  ON  OIL,  CRITJ)K  OR  REFINED,  IN  CARLOADS  OR 

LESS  THAN  CARLOADS. 


DiHtance. 


[Rates  In  centH  per  hundred  pound8.] 


Distance. 


6  miles  or  less 

10  miles  and  <»ver  6  miles  . , . 
15  miles  and  over  10  miles  . . 
•20  miles  and  over  15  miles  . . 
30  miles  and  over  20  miles  .. 
40  miles  and  over  'M)  miles  . . 
50  miles  and  over  40  miles  .. 

CO  miles  and  over  50  miles (> 

MO  miles  and  over  (JO  miles 6. 5 


Single- 
line 
rate. 

Double- 
line 
rate. 

2.5 

4 

3 

4.5 

3.6 

5 

4 

5.5 

4.5 

0   • 

5 

«;.  5 

5. 5 

7 

SiuKle-  Double- 
line        line 
rate.       rate. 


100  miles  and  over  so  miles 7  8.5 

1'25  miles  and  over  100  miles 7. 5  9 

150  miles  and  over  125  miles 8  9. 6 

175  miles  an<l  over  150  miles 8. 5  9. 5 

200  miles  and  over  175  miles 9  10 

•2"if5  miles  and  over  200  miles 9. 5  10 

250  miles  and  over  225  miles 10  10. 5 

Over  riO  miles 10.5  10.6 


\Vl\en  the  distance  is  over  250  miles,  the  following  additions  arc 
made  to  lOi  cents: 


Distance. 


Rate. 


Distance. 


Rate. 


('eidit. 

50  miles  or  less 1 

100  miles  and  ov<'r  ')0  miles 2 

150  miles  and  over  100  miles i  3 

200  miles  and  over  I'H)  miles 4 


2.T0  miles  and  over  200  miles 5 

:^00  miles  and  over  250  miles 5. 5 

Over  ;»0  miles 6 


The  rates  named  by  the  legislature  are  undoubtedlv  decidedly  low 
for  that  section  of  the  country.  The  railroads  complain  of  these  rates 
as  unjust  to  them.  They  assert  also  that  the  low  rat(\s  are  of  more 
advantage  to  the  Standard  Oil  Company  than  to  it*«  comi)etitors, 
because  the  Standard  ships  so  much  more  oil  under  them.  The  offi- 
cers of  that  company  Uike  the  sjime  position,  holding  that  the  change  in 
rates  has  been  of  more  benefit  to  them  than  to  competitors,  but  they 
agree  with  the  railroads  that  the  rates  are  themselves  too  low. 

This  report  presents  no  conclusion  as  to  whether  the  rates  fixed  by 
the  Kan.sas  legislature  are  unfair  to  the  railroads.  There  can  be  little 
question,  how(»ver,  that  they  are  beneficial  to  the  smaller  concerns. 
They  aid  them  to  some  extent  in  obbiining  crude  oil  at  low  cost  and 
thus  reducing  their  disadvantage  as  against  the  Standard  Oil  C'om- 
jmny  with  its  pipe  lines.  MonH)ver.  the  uniform  adjustment  of  rates 
throughout  the  State  precludes  the  possibility  of  such  discriminations 
in  behalf  of  particular  shipping  points  as  exist  in  many  other  parts  of 
the  count r v. 
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The  independent  refiners  a«  well  as  the  crude-oil  producers  of  Kan- 
sas have  made  many  complaints  since  these  rates  went  into  effect  of 
discrimination  as  between  shipmentii  to  points  in  Kansas  and  shipments 
to  points  in  other  States.  They  point  out  that  the  rate  from  a  Kansas 
shipping  point  to  a  stiition  on  the  boundary  of  Kansas  may  In*  often 
only  one-half  or  one-third  of  the  rate  from  the  same  shipping*  point  to 
a  station  in  another  State  only  a  few  miles  farther  away.  They  speak 
of  this  difference  aij  a  discrimination  and  refpr  to  a  Chinese  wall  which 
has  been  built  around  the  State  of  Kansas. 

It  is  impossible  to  agree  with  many  of  these  contentions  of  the  inde- 
pendent retiners  and  producers.  The  railroads  are  clearly  under  no 
legal  or  moral  obligation  to  tix  their  rates  on  interstate  shipments  on 
the  same  basis  as  the  rates  established  b}^  law  within  the  State  of 
Kansas.  It  may  readily  be  that  in  many  particular  cases  the  inter- 
state rates  are  unnecessarily  high,  but  the  railroads  can  scarcely  1h^ 
expected  voluntarily  to  reduce  them  all  to  the  basis  of  the  Kansas 
rates. 

The  confusion  and  uncertainty  arising  out  of  the  complicated  nite 
situation  in  Kansas  with  regard  to  shijnnents  destined  to  points 
beyond  or  n<'ar  the  State  line,  is  well  illustrated  in  the  case  of  a  ship- 
ment of  refined  oil  from  Cherry  vale  to  Kansas  City,  Kans.,  in  April 
of  the  present  year.  The  local  agent  of  the  Santa  Fe  in  billing  this 
shipment  applied  the  rate  appropriate  under  the  Stute  law  to  the 
single  line  distance  from  Cherryvale  to  Argentine,  the  Kansas  City 
junction  point  of  the  Santa  Vi\  or  S.T)  cents.  SubsecjUe^ntly,  bow- 
ever,  this  wayi)ill  was  rc\'is(Hl  and  a  rate  of  1<>  c(Mits  was  applied. 
"I)asc(i  on  mileage  from  Clierrvvale  to  Kan>as  City,  Kans.,  via  Leav- 
enworth and  Mi>souri  Paeilie,**  which  was  the  rate  a])|)ropriate  to  the 
double  line  (li>ta]ie(»  oN'er  the  route  mentioned.  Hut  the  shipment  did 
not  ino\-e  via  Lejivenworth  and  tiu^  Missouri  Paeiiic.  The  Santa  Ke 
rea»-ln's  Kansas  City.  Kan<.,  o\eritsown  railsonly  bypassing  througli 
Kansas  City.  Mo.  Accordingly,  the  shipment  was  actually  carried  to 
tile  lattei' ])oint  smd  there  transferred  to  tiie  Kansas  City  Helt  railway 
for  (lelixcrv  in  Kansas  City.  Kans.  In  the  o])inion  of  the  genei"al 
freight  agent  of  the  Santa  Ke  tliis  wa>  an  interstate  shipment,  and 
it  was  tlierefoi-e  ijnproj)er  lo  a|)])ly  the  Kan>a>  rate  for  either  the 
singh'  or  the  doul)h'  line  (li>tan»(\  tlu*  concct  late  being  the  inter- 
state tarill  rate  from  ('hen\\;de  to  Kan-;i>  (  ity.  Mo..  17  cents,  plus 
a  s\\it<hing  cliaige  of  the  Kansas  ('ity  r>elt  :inionnting  to  S>. 

Section  4.  Rates  from  Neodesha  to  southwestern  Missouri  points. 

The  Stainlai'd  ( )il  ('oni])any  during  ll»<i:^  had  a  rate  of  In  cents  ])er 
hnndi'ed  poniid>  over  the  St.  Louis  and  San  I' rancixo  fr(»m  Neode*-tia 
on  'A  huge  trallic  to  ^outhw  ('>teru  Mi^-^ouri  points.  Tln^  independent 
relinei'v  at  Chei'rv\ale.  which   lies  Ix^tween  \eode>ha  and  these  south- 
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western  Missouri  was  an  illegal  rate.  Coiupetitors  of  the  Standard, 
howev(M%  did  not  know  of  its  existenee.  The  quotation  of  hig-her  rates 
to  a  eompt^titor  whose  refinery  was  intermediate  to  that  of  the  Standard 
at  Neinlesha  ina\'  have  been  due  to  accidental  oversifjht,  but  ecjually  it 
may  have  been  due  to  intention.  The  whole  situation  shows  clearly 
how  un>atisfactory  is  the  present  method  of  publishing  taritfs.  -Ever}* 
tariff  which  purports  to  show  on  its  face  the  rates  on  a  particular  com- 
modity from  a  particuhir  point  to  a  ])articular  destination  ou^ht  to 
show  the  only  rates  actually  in  force  between  these  points  at  that  time 
or  else  perfectly  clearly  to  refer  to  other  rates  or  inaxiuni.  If  it  is 
the  intention  of  a  railroad  company  to  change  the  rates  in  such  a 
tariti',  it  should  change  them  directly  by  an  amendment  to  that  tariff, 
and  not  by  some  indirect  method.  Exceptions  to  this  principle  should 
occur  oidy  by  oversight,  and  should  be  remedied  as  soon  as  discoven»d. 

II.  ARBITRARY  WEIGHTS  ON  CRUDE  OIL  AND  ITS  PRODUCTS. 

Section  5.  Arbitrary  weights  in  general. 

The  Standard  Oil  Company  has  enjoyed  a  very  great  advantage  in 
shipments  from  its  refineries  at  Neodesha,  Kans.,  and  Sugjir  C'n*ek. 
Mo..  i)y  reasoiv  of  the  fact  that  all  the  products  of  these  refineries 
have  i)een  carried  by  tlie  railroads  at  an  ari)itrary  weight  of  ♦5.4  |>ound> 
piM'  gallon,  while  crude  oil,  which  comes  in  competition  with  find  oil 
from  the  retincries,  has  been  carritnl  at  the  arbitrary  weight  of  7.4 
])()un(ls  per  gallon.  Fuel  oil  is,  in  fact,  considerably  heavier  than 
cnulc  oil.  while  gas  oil.  another  iinportsmt  product  of  retining.  i> 
(juite  :i^  heavy  as  ni(»t  Kansas  crude.  The  signilicance  of  this  di^- 
ci'iniinatioM  in  ai'l)itrary  weights  lies  in  tlu»  fact  that  the  crude  oil  pro- 
ducers of  Kansas,  since  tin*  prices  at  tiie  w<dls  have  fallen  so  low,  have 
naturally  de^ii'ed  to  obtain  markets  foi-  it  as  fuel,  instead  of  being  c<»ni- 
pi^lled  to  sell  it  all  to  the  Standard  Oil  Company  for  refining  puriKw-*. 
Had  it  not  Ix'en  for  the  ditbM'enee  in  the  weights  lixed  by  the  railroad>. 
there  i>  little  doubt  tiiat  large  »juantities  of  Kansas  crudi*  oil  <*t>ulu 
have  been  sold  in  a  number  of  important  markets,  particularly  St. 
Loui>  an<l  \icinity.  in  eoni))etition  with  fuel  oil  |)r()(iuccd  by  tlu*  retin- 
ej*ie>  of  the  Standard  Oil  Company,  and  at  prices  materially  higher 
than  those  j)aid  to  the  pi'odiieeis  by  tiie  Standai'd. 

In  all  th(»  ea>tei-n  oil  tiehU  the  laili'oad  eom|)aiHes  have  for  many 
yeai">  li\e(l  an  arbiti'ary  weight  of  «'..  I  j)oun(ls  per  gallon  on  criidt^  oil 
and  all  it^  rt'tined  products.  This  was  done  for  convenienre.  and  a> 
far  a^  eastern  territory  wa^  eoneern»'d  there  has  never  been  ituu-Ii 
comj)laint  of  it.  because  in  that  teiritory  crude  oil  has  been  too  valu- 
able for  rejining  |)ui'j>o>eN  to  be  sold  directly  as  fu»d.  As  a  matter  i^i 
fact,  the  weight  of  the  ditleriMit  kinds  of  crude  oil  ]km*  jiiillon  varies 
greatly,  and  the  weights  of  the  products  of  retining  vary  much  more 
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widel}'  still.  Thus  the  lighter  grades  of  naphtha  may  not  weigh  more 
than  5^  pounds  per  gallon,  while  the  heavier  grades  of  lubricating  oil 
weigh  as  much  as  7  J  pounds.  The  railroads  adopted  the  weight  of  0.4 
pounds  as  approximate!}'  the  average  weight  of  all  refined  products. 

Aside  from  other  circumstances,  the  situation  with  respect  to  arbi- 
trary weights  on  petroleum  and  its  products  in  the  eastern  States  is 
different  from  the  situation  in  the  Kansas  field  for  this  reason:  The 
great  bulk  of  the  products  of  refining,  particularly  of  Pennsylvania 
crude  oil,  are  high-grade  commodities.  Veiy  little  fuel  oil  is  produced, 
and  comparatively  little  gas  oil.  The  Kansas  oil,  being  heavier,  pro- 
duces a  smaller  proportion  of  high-grade  products  like  naphtha  and 
illuminating  oil,  and  a  very  large  amount  of  the  heavier  products. 
The  lighter  fraction  of  these  heavier  products  consists  of  gas  oil,  which 
commands  fairly  high  prices  and  does  not  come  directly  into  compe- 
tition with  coal.  There  remains,  however,  a  large  amount  of  heavy 
residuum  or  fuel  oil  of  low  value,  which  does  come  directly  into  compe- 
tition with  coal. 

Kansas  crude  oil  is  inferior  to  Pennsylvania  crude,  though  not  to 
Lima  crude.  Partly  for  this  reason,  and  parth^  because  of  the  arbi- 
trary price  policv  of  the  Standard  in  Kansas,  the  price  of  crude  oil  has 
for  nearly  two  years  past  been  exceedingly  low.  The  Standard  Oil 
Company  has  lx»en  almost  the  only  purchaser.  Notwithstanding  the 
fact,  therefore,  that  Kansas  crude  oil  contains  valuable  lighter  prod- 
ucts which  can  be  separated  by  the  process  of  refining,  it  may  come 
directly  into  competition  with  fuel  oil  produced  by  refining.  Indeed, 
the  producers  of  the  heavier  grades  would  have  been  glad  of  an 
opportunity,  during  the  last  year  or  two,  to  sell  their  oil  on  ecjual 
terms  with  the  fuel  oi)  from  the  Standard  refineries.  The  Standard 
Oil  Company  has  fixed  a  scale  of  prices  by  which  it  pays  nuich  less 
for  the  heavier  grades  than  for  the  lighter;  and  during  part  of  1905 
it  Hbsplutely  refused  to  buv  Kansas  crude  of  a  gravity  less  than  80 
Baume. 

Section  6.  Increase  of  the  arbitrary  weight  of  Kansas  crude  oil. 

Up  to  1902  the  railroads  handling  Kansas  oil  used  the  arbitrary 
weight  of  6.4  pounds  per  gallon  both  for  crude  oil  and  for  all  of  the  prod- 
ucts of  refining:  but  when  the  Kansas  field  began  to  grow  more  impor- 
tant they  advanced  the  weight  of  crude  oil  to  7.4  pounds  per  gallon, 
while  leaving  the  weight  of  refined  products  (5.4  pounds.  Apparently 
it  was  at  first  the  intention  to  put  the  fuel  oil  remaining  after  the  refin- 
ing process  on  the  same  basis  as  crude  oil;  but  the  strenuous  op|>osi- 
tion  of  the  Standard  Oil  Company  to  this  pro|x>sal  led  the  railroads  to 
trcAt  fuel  oil  from  the  refinery  as  a  refined  prcKluct  and  to  carry  it  at 
the  weight  of  6.4  pounds. 
2848J>— 06 25 
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The  increase  in  the  arbitrary  weight  of  crude  oil  wa:^  tir.st  made  by 
a  eircuhxr  of  the  Trans-Missouri  Freight  Bureau  issued  in  June,  11H>2. 
At  this  time  the  chief  shipper  of  crude  oil  in  Kansas  was  Mr.  I.  N. 
Knapp,  of  Chanute.  He  had  contmcts  for  the  sale  of  lar^e  quantities 
of  crude  petroleum  as  fuel  to  the  gas  companies  at  Kansas  City  and 
Omaha.  When  Mr.  Knapp  was  advised  of  the  advance  in  the  arbitrary 
weight  he  inmiediately  protested  to  the  Santa  Fe  Railroad,  over  which 
he  was  chieHy  shipping.  He  pointed  out  that  his  conti-act.s  had  lH»en 
made  on  the  basis  of  freight  charges  at  the  weight  of  H.4  pounds  per 
gallon.  He  had  just  made  contracts  for  the  period  of  a  year  In^gin- 
ning  June  1,  li)()2,  covering  about  4(H)  carloads  of  oil. 

The  division  freight  agent  of  the  Santa  Fe  wrote  Mr.  Knapp  that 
the  advance  in  estimated  weight  had  been  made  at  the  instance  of  other 
lines  and  not  of  the  Santa  Fe.  This  agent  stated  further  that  he  would 
endeavor  to  have  the  arbitrary  weight  reduced  to  ♦1.4  pounds.  As  a 
matter  of  fact  this  was  done  in  August,  1902.  About  two  weeks  later, 
however,  the  matter  was  again  taken  up  at  a  meeting  of  the  Tmns- 
Missouri  Freight  Bureau  in  the  absence  of  this  division  ag^ent,  and  the 
weight  on  crude  oil  was  a<»ain  advanced  to  7.4  pounds,  where  it  ha.s 
stood  ever  since  so  far  as  interstate  shipment  is  concerned. 

Mr.  Knapp  complained  further  at  this  time  that  the  advance  in  the 
weight  of  crude  oil  ])ut  him  at  a  disadvantage  in  competition  with  fuel 
and  gas  oil  from  the  Standard  n^linery  at  Neodesha  or  from  the  East. 
The  western  lines  subse(juently  advanccnl  the  arbitrary  weig'ht  of 
crude  oil  coming  from  east  of  the  Mississippi  Kiver.  Hut  this  wa-^ 
really  of  no  assistance  to  Mr.  Kna])j):  tin*  competition  which  he  n»allv 
encountered  was  that  of  the  fuel  oil  [)ro(iuc(Ml  by  the  Neodesha  rcrin- 
(M*y.  which  was  still  carried  at  the  arbitrary  weight  of  0.4  pound>. 
Mr.  Knapj/s  rej)eate(l  protests  against  this  discrimination  wen»  of  no 
eti'eet. 

The  Standard's  otlieers  ass(M't  that  one  of  the  motives  for  this  advanee 
in  the  arbitrary  weight  of  crude  oil  in  11M)2  was  the  desire  to  iuthi- 
ence  tlii^  action  of  the  Texas  Railway  Commission  with  respect  to  the 
aibitrary  weights  to  Ik»  p<'rinitte(i  on  shi|)inents  of  Texas  crude,  which 
was  already  a  business  of  gi-eat  iinpoitanee.  The  T(»xas  couunis>ion 
at  that  time  was  re»|uii*ing  the  railroads  to  take  Texas  crude  oil  at  an 
arbitiary  weight  of  i\A  pounds  |)er  gallon  when  shipped  to  |>oint^ 
within  the  State.  The  railroads  had  made  the  arbitrary  weight  7.4 
pounds  on  T»'\as  oil  in  interstati^  ti'aflic.  and  were  endeavoring  to  {ht- 
suade  the  Texa^  Kailwtiy  (\)nnnis>ion  to  jxMinit  the  same  weight  tt>  Ik* 
us(m1  on  >hij>nients  within  the  State.  It  is  eontend(^d  that  in  tirdci* 
to  be  consistent  in  this  demand  the  railroads  found  it  nei-essarv  to 
advance  the  arbitrary  weight  of  Kansas  crude  oil.  which  actually 
weighs  considerably  more  than  ♦1.4  pounds  per  ^allon. 
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Section  7.  Actual  weights  of  crude  oil,  gas  oil,  and  fuel  oil. 

It  requires  little  consideration  to  see  that  crude  oil  must  necessarily 
l)e  lighter  than  some  of  the  products  of  its  distillation.  The  process 
of  refining  consists  mainl}^  of  dividing  up  the  crude  oil  into  fractions, 
beginning  with  those  which  are  lightest  and  passing  down  to  those 
which  are  heaviest.  The  lighter  products,  naphtha  and  refined  oil", 
being  taken  otf,  the  remaining  products  are  necessarily  heavier  than 
the  crude. 

The  following  table  shows  the  weight  per  gallon  of  oils  of  various 
gravities  according  to  the  Baume  scale: 


Gravity. 

Weight  per  i 
U.S.Kallon. ' 

%  -            -      1 

(iravity. 

Weight  per 
U.S.  gallon. 

Gravity. 

Weight  per 
I'.S.gaUon. 

o  liaunn\ 

J*ftun(iH. 

°  HaunU. 

1 

°  liaum/^. 

Pimmh. 

20 

7.78 

30 

7.29  :| 

40 

6.86    1 

22 

7.67     1 

32 

7.20 

44 

6. 70 

24 

7. 57 

34 

7.11 

65 

5.98 

2() 

7.48     ' 

36 

7.03 

70 

5.83 

28 

7.38     , 

The  gravit}'  of  Kansas  crude  oil  varies  from  about  27  to  about  8()^; 
that  is,  the  weight  ranges  from  about  7.43  pounds  per  gjillon  down  to 
about  7.03  pounds.  The  average  gravity  of  Kansas  crude  oil  is  some- 
what over  32  ,  and  the  average  weight  slightly  less  than  7.2  pounds 
per  gallon.  This  is  shown  by  the  records  of  the  refineries  of  the 
Sbmdard  Oil  Company  at  Neodesha  and  Sugar  Creek.  Then*  is  com- 
paraf ively  little  oil  as  heavy  as  28^.  It  will  l>e  seen,  therefore,  that 
the  arbitrary  weight  of  7.4  pounds  per  gallon  fixed  by  the  railroads 
for  crude  oil  is  at  least  two-tenths  of  a  pound  more  than  the  actual 
average  weight.  As  already  stated,  the  Standard  Oil  Company  has 
graded  the  price  of  oil  according  to  the  gravity.  It  has  taken  all  oil 
of  32-  or  over  at  a  uniform  price,  but  for  some  time  it  took  5  cents 
off  this  price  for  each  half -degree  decrease  in  test  below^  32  ,  so  that  the 
price  of  28^  oil  wiis  40  cents  per  barrel  less  than  the  price  of  32    oil. 

(ias  oil  weighs  about  the  same  as  crude  oil.  A  large  gas  company 
in  Kansas,  which  buys  gas  oil  from  the  Standard  Oil  Company,  reports 
the  average  gravitj'  of  its  gas  oil  at  3o.5  ,  which  would  correspond  to 
a  weight  of  7.26  pounds  per  gallon.  Fuel  oil  derived  from  the  Kansas 
crude  is  undoubtedly  nmch  heavier  still.  Officers  of  the  Western 
Kailway  Association,  after  examining  fuel  oil  produced  by  the  Stand- 
ard Oil  Company  from  Kansas  crude  in  11104,  asserted  that  it  was  a 
'^very  heavy,  thick  substance,  consisting  of  the  refuse  left  after  dis- 
tilling illuminating  oil.''  Tests  made  in  11H>5  i)y  the  same  association 
showed  the  average  weight  of  fuel  oil  to  b(»  7.r>  pounds.  The  latter 
weight  would  correspond  to  a  gravity  Haumc  of  about  23  degn^es,  and 
there  is  no  doubt  that  the  fuel  oil  produced  by  the  Standard  Oil  Com- 
pany from  Kansas  crude  is,  in  general,  of  a  gravity  i^iut^^ksVoNN  \!os>^c>»X.. 
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It  will  be  seen,  therefore,  that  the  Kansas  crude-oil  producer  has 
been  required  to  pay  freight  charges  on  a  gallon  of  crude  oil  weigh- 
ing on  an  average  about  7.2  pounds  as  if  it  weighed  7.4  pounds,  while 
the  Standard  Oil  Company  has  paid  freight  charges  on  a  g'allon  of 
fuel  oil  weighing  about  7.0  pounds  as  if  it  weighed  0.4  pounds.  The 
crude-oil  producer  has  paid  on  about  8  per  cent  more  than  the  actual 
weight,  while  the  Standard  Oil  Company  has  paid  on  al>out  16  per 
cent  less  than  the  actual  weight. 

Section  8.  Effect  of  arbitrary  weights  on  competition  between  crude  oil 
and  fuel  oil. 

The  importance  of  this  discrimination  of  the  mlroads  with  respect 
to  arbitrary  weights  is  much  greater  than  might  appear  at  first 
thought.  The  consumption  of  fuel  oil  is  very  great,  and  on  account  of 
its  low^  value  the  saving  in  freight  charges  b}^  the  application  of  the 
weight  of  0.4  pounds  per  gallon  is  a  matter  of  great  importance. 

This  discrimination  is  perhaps  most  significant  in  its  relation  to  the 
St.  Louis  market.  The  manufacturing  plants  at  St.  Louis  consume 
very  large  quantities  of  fuel  oil.  The  freight  rate  from  the  refinery 
of  the  Standard  Oil  ( 'ompany  at  Neodesha,  Kans.,  to  St.  Louis  and 
East  St.  Louis  was  from  August,  liM)4,  to  September  25, 1905,  22  cents 
per  hundred  pounds  (since  then  17  cents).  The  same  rate  applied  on 
crude  oil  shi[)ped  from  various  points  in  Kansas.  A  shipper  of  crude 
oil  paying  freight  charges  on  the  basis  of  7.4  pounds  {ler  gallon  had  to 
pay  15.0  per  cent  more  than  the  shij)per  of  fuel  oil.  This  is  equal  on 
shipiUiMits  at  a  2*J-(<'nt  rate  to  l^A'^  cents  per  hundred  pounds.  A 
barrel  of  4:i  gjillons  of  fuel  oil  is  canicd  at  the  arbitnirv  weight  oi 
2«)S.s  pounds.  A  barrel  of  crude  oil  which  actually  weighs  less  than 
the  fuel  oil  is  charged  at  the  weight  of  81i».S  [umnds. 

Tli(»  freight  charges  on  a  tank  car  of  7.500  gallons  of  fuel  oil  ship|HHi 
from  Neodesha  to  St.  Louis  at  the  2li-cent  rate  would  be  $l()/).<)0.  The 
freight  charges  on  a  tank  car  of  crude  oil  of  the  same  capacity,  ami 
actually  weighing  less,  would  he  ^V22.  lo;  a  difference  of  ^10.50,  or  t».-J4 
cents  [)er  baiiel.  The  ini])ortance  of  this  ditlVrence  may  be  approciatiHl 
when  it  is  renieniberiMl  that  since  about  the  middle  of  11^05  the  price*  paid 
by  the  Standard  ( )il  Company  for  crude  oil  of  I^*J  gnivity  has  been  only 
al>out  50  c(Mits  per  barrel,  while  the  ])rice  of  lis  oil  has  been  as  low  as 
'25  cents  per  barrel.  If  the  producer  of  L^s  oil  could  have  shipjXHl 
it  to  St.  Loui>  at  the  same  freight  cost  as  the  Standard  paid  on  its  fuel 
oil  he  could  almost  certainly  have  got  nearly  40  per  cent  n)ore  for  hi^ 
oil  than  the  Standard  paid  him.  In  other  w()rd>,  the  ditferenco  in  the 
freight  chaige  per  barred  from  the*  Kansas  ti(dd  to  St.  Ijouis,  due  to 
the  (iitference  in  arbitrary  weights,  was  ecjual  to  considenildy  more 
than  one-third  of  the  price  of  *JS  oil  and  to  nearly  one-fifth  of  the 
prici^  of  .*>ii    oil. 
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The  Standard  Oil  Company  has  shipped  great  quantities  of  fuel 
oil  from  Neodesha  to  St.  Louis,  and  the  quantit}^  has  been  steadily 
increasing.  Complete  statistics  are  not  at  hand.  The  recoixls  of  the 
St.  Louis  and  San  Francisco  Railroad,  however,  show  that  in  June, 
1904,  the  estimated  weight  of  the  shipments  of  fuel  and  gas  oil — 
chiefly  fuel  oil— by  the  Standard  Oil  Company  from  Neodesha  to  St. 
Louis  and  vicinity  amounted  to  1,775,285  i>ounds.  By  October,  1905, 
the  amount  had  risen  to  11,547,6*>0  pounds.  The  shipments  of  the 
three  months  of  August,  September,  and  October,  1905,  over  this  line 
aggregated  25,516,500  pounds.  The  freight  charges  on  the  shipments 
of  these  three  months  were  $48,949.94.  Had  the  Standard  Oil  Com- 
pany been  required  to  paj^  on  the  basis  of  7.4  pounds  instead  of  6.4 
pounds  per  gallon,  the  freight  charges  would  have  been  more  than 
5p7,500  greater.  Most  of  this  oil  was  fuel  oil,  though  considerable 
quantities  of  gas  oil  are  included  in  the  total.  During  the  two  months 
of  September  and  October,  1905,  the  Missouri  Pacific  Railroad  shipped 
froDi  Neodesha  to  St.  Louis  and  vicinity  170  cars  of  oil,  mostly  fuel  oil. 
At  an  estimated  average  weight  of  50,(K)0  pounds  per  car  this  would 
be  equal  to  8,500,000  pounds.  These  two  railroads  handle  most  of  the 
business  from  Neodesha  to  St.  Louis. 

The  increase  in  the  arbitrary  weight  of  Kansas  crude  oil  has  also  a 
very  important  etfect  on  shipments  to  points  like  Kansas  City,  St. 
Joseph,  Atchison,  and  Leavenworth,  and  to  points  in  southwestern 
Missouri.  From  August,  1904,  to  March,  1905,  the  freight  rate  from 
Neodesha  to  all  these  points  was  17  cents  per  hundred  pounds  on  both 
crude  oil  and  its  products,  and  the  same  rate  applied,  at  least  to  part 
of  these  points,  from  other  places  in  the  Kansas  oil  fields.  During 
1905  the  rate  to  Kansas  City  was  reduced  to  10  cents  per  hundred 
pounds  from  Neodesha  and  some  other  points,  and  by  the  legislature 
of  Kansas  the  rat^s  were  also  reduced  between  all  points  within  the  State. 
The  tariff  rate  to  St.  Joseph  and  to  points  in  southwestern  Missouri 
remained  17  cents  per  hundred  pounds  until  (juite  recently,  when  it 
was  also  rwluced  in  some  cases.  On  the  l)asisof  17  cents  per  hundred 
pounds  the  shipper  of  crude  oil,  paying  on  a  weight  of  7.4  pounds  per 
gallon,  had  to  pay  7.14  cent»<  per  barrel  of  42  gallons  more  than  the 
shipper  of  fuel  oil  paying  on  6.4  pounds  per  gallon.  This  difference 
in  freight  rates  was  equal  to  more  than  one-fourth  of  the  price  which 
was  paid  at  the  wells  during  a  considei-al)le  period  in  1905  for  crude 
oil  of  28^  gravity,  and  to  about  one-seventh  of  the  price  of  crude  oil 
of  32^  gravity. 

Although  the  Standard  Oil  Company,  since  the  establishment  of  its 
refinery  at  Sugar  Creek,  Mo.,  has  not  shipped  oil  from  Neodesha  to 
Kansas  (^ity,  the  discrimination  in  arbitrary  weights  has  nevertheless 
benefited  it  greatly  with  respect  to  the  Kansas  City  market.  It  can 
supply  this  market  with  fuel  oil  from  Sugar  Cv^^k  «X\\\^.  ^^A.  vA  \wvs>t<^ 
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switching  charges,  while  the  expense  of  piping  the  crude  oil  from  the 
oil  fields  to  Sugar  Creek  is  very  low.  Had  the  producers  of  crude 
oil  been  permitted  to  ship  on  the  basis  of  6.4  pounds  per  pfallon,  the 
same  basis  which  the  Standard  used  on  its  heavier  fuel  oil,  they  could 
have  had  a  much  better  opportunit3^  to  get  into  the  markets  of  Kansas 
City  and  other  Missouri  points,  and  could  probably  have  obtained  a 
higher  price  for  their  oil.  Even  with  the  mte  to  Kansas  City  reduced 
to  10  cents  per  hundred  pounds,  the  discrimination  in  weig-hts  is  a 
matter  of  considei*able  importance  with  respect  to  that  market. 

Section  9.  Action  of  railroads  respecting  arbitrary  weight  of  gas  oil  and 

fuel  oil. 

The  railroad  companies  serving  the  Kansas  field  are  perfecth^  aware 
of  the  injustice  of  fixing  a  higher  arbitrar}^  weight  on  crude  oil  than 
on  gas  oil  and  fuel  oil  produced  by  the  refineries.  The  matter  has 
been  up  l>efore  them  for  consideration,  but  the  power  of  the  Standard 
Oil  Company  has  been  sufficient  to  compel  them  to  continue  the  unjust 
discrimination.  This  is  shown  very  phiinlv  by  correspondence  between 
various  railroad  officers  and  between  them  and  the  Standard  Oil  Com- 
pany, as  well  as'  by  the  verbal  statements  of  the  railroad  officers  to 
this  Bureau. 

The  matter  seems  to  have  first  come  up  early  in  1904.  Although 
the  railroads  had  prior  to  this  time  been  carrying  gas  oil  and  fuel  oil 
at  the  arbitrarv  weight  of  0.4  pounds  per  gallon,  the  rule  as  to  weights 
had  becMi  less  important.  i)ecauso  of  the  limited  volume  of  business, 
than  it  has  since  become.  In  »Ianuary.  11M)4.  the  Standard  Oil  Com- 
pany shipped  a  tank  car  of  fu(»l  oil  over  the  Missouri  Pacific  Kailwav 
from  Neodeslia  to  St.  Louis.  The  waybill,  apparently,  did  not  state 
the  weight,  nnd  the  agent  at  St.  Louis  inserted  a  weight — the  basis 
for  which  is  not  precisely  stated — intermediate  between  what  it  would 
Jiave  l)een  at  ().4  ])ounds  [)er  gallon  and  what  it  would  have*  been  at 
7.4  ])ounds.  The  Standard  Oil  Company  put  in  a  claim  to  have  the 
I'harges  reduced  to  a  })asis  of  i\.\  pounds. 

The  elnini  was  referred  to  the  ofhcei-s  of  the  Western  Railway 
Weighing  Association.  It  should  be*  understood  that  the  railnmds 
have  an  assoeiation  with  (\\pert  einploycMvs  for  the  ])urpose  of  making 
t(*sts  to  determine  the  arbitrary  weights  which  shall  be  aj)plied  on 
various  connnodities.  and  for  the  purpose  of  examining  actual  ship- 
ments to  see  that  the  weights  luive  Immmi  properly  entered  in  the  way- 
bills. The  matter  tliially  came,  in  August,  ll*o4,  before  Mr.  l\>teet, 
<'haiiinan  of  the  Trans-Missouri  I^'rtMght  Bureau.  He  wrote  to  Mr. 
HeckiM',  su|)erintendent  of  th(»  \\'(vstiM*u  Railway  Weighing  Association, 
that  the  chargi^s  on  the  car  of  fuel  oil  should  be  on  the  basis  of  7.4  pounds 
j)er  gallon,  the  same  a-^  on  crude  oil.  lb*  ref(Mred  to  the  rule  of  the 
7/7i/ys-M/ssouri    Freight   Association   providing   for  a  weight  of   7.4 
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pounds  per  gallon  on  crude  oil  and  a  weight  of  G.4  pounds  per  gallon 
on  refined  oil,  holding  that  this  was  not  retined  oil. 

Mr.  Edgar  Bogardus,  who  has  charge  of  the  western  traffic  of  the 
Standard  Oil  Conipan}^  however,  refused  to  pa}'  on  the  basis  of  7.4 
pounds,  clainiing  that  the  oil  wa^  a  retined  product.  Mr.  Becker  wrote 
on  this  point  that,  according  to  the  interpretation  given  to  the  rule, 
fuel  oil  was  a  crude  article.  Mr.  Bogardus  again  asserted  that  fuel 
oil  was  a  manufactured  product  and  not  crude  petroleum.  Mr.  Hunn, 
another  officer  of  the  Western  Railway  Weighing  Association,  wrote  to 
Mr.  Becker,  in  March,  1905,  that  ^^the  goods  in  question  consisted  of 
the  refuse  left  after  distilling  the  illuminating  oil,  and  it  is  a  very  thick 
substance.  I  have  a  sainple  of  it  in  my  office,  and  do  not  understand 
how  Mr.  Bogardus  could  construe  this  stuff  as  being  manufactured,  as 
I  know  of  no  necessity  of  manufacturing  a  goods  of  this  description." 

After  this  Mr.  Bogardus  replied  that  the  circular  of  the  Tmns-Mis- 
souri  Freight  Bureau  provided  for  a  weight  of  7.4  pounds  per  gallon 
on  crude  oil  and  6.4  pounds  on  petroleum  and  its  products  except  crude 
oil,  and  that  fuel  oil  was  not  crude  but  was  a  petroleum  product.  To 
this  Mr.  Poteet,  chairman  of  the  Trans-Missouri  Freight  Bureau, 
replied  that  the  circular  regarding  estimated  weights  enumerated 
sp<»citicoil  products  to  which  the  weight  of  6.4  pounds  per  gallon  should 
be  applied,  and  that  fuel  oil  was  not  included  in  the  list  of  such  prod- 
ucts. The  circular,  he  continued,  did  not  appear  to  provide  definitely 
for  a  weight  to  govern  on  fuel  oil,  and  he  thought,  therefore,  the  best 
way  to  adjust  the  matter  was  to  have  the  payment  made  on  the  basis 
of  the  actual  weight.  It  should  be  stated  that  the  circular  referred  to 
by  Mr.  Poteet  was  of  date  October,  1904,  and  would  not  th(»refore 
itself  affect  th(»  determination  of  the  arbitraiT  weight  to  he  applied 
on  the  particular  shipment  in  question,  which  moved  in  January. 
The  new  circular,  however,  is  significant  in  its  bearing  on  the  large 
shipments  of  fuel  oil  which  the  Standard  continued  to  make  after 
October,  1904. 

The  officers  of  the  Western  Railway  Weighing  Association  there- 
upon instructed  Mr.  Becker  to  make  investigations  of  the  actual 
weight  of  the  different  products  of  Kansas  oil.  On  November  18, 
1905,  Mr.  Becker  wrote  to  the  freight  claim  agent  of  the  Missouri 
Pacific: 

We  have  made  a  careful  and  exhauntive  test  of  the  weijrht  of  fuel  oil  from  XerMlenha 
nince  these  pajiers  were  last  with  you,  and  it  will  be  proper  to  apply  6.4  pounds  i>er 
gall<>n,  and  the  claim  should  therefore  l)e  allowed. 

The  claim  was  therefore  allowed,  and  all  the  interstate*  shipments  of 
fuel  oil  and  gns  oil  by  the  Standard  Oil  Company  during  the  inter- 
vening |)eriod  and  since  were  charged  on  the  basis  of  this  weight. 

It  is  obvious  that  the  action  of  Mr.  Becker  in  authorizing  the  weight 
of  ♦>.4  pounds  per  gallon  on  fuel  oil  was  not  tUviYe^wVV  vi\  \v\^v^^\ssvA 
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actual  weights,  but  was  due  to  the  decision,  on  his  part  or  that  of 
other  railway  officers  who  had  authority  in  the  matter^  that  the  Stand- 
ard Oil  Company  should  have  the  advantage  of  this  weight.  Pre- 
sumably the  technical  ground  for  the  action  was  that  under  the  cir- 
cular of  the  Trans-Missouri  Freight  Bureau  the  arbitrary  weight  of 
7.4  pounds  applied  only  to  crude  oil;  and  that  fuel  oil  was  not,  strictly 
speaking,  a  crude  oil,  although  heavier  than  crude.  If  the  technical 
wording  of  the  rule  justitied  their  action,  then  they  should  liave 
amended  the  rule  speciticalh'. 

The  freight  traffic  manager  of  the  Missouri  Pacific  Railway,  in 
discussing  this  matter  of  arbitmry  weights,  asserted  that  the  action  of 
Mr.  Becker,  of  the  Western  Railwa}'  Weighing  Association,  in  authoriz- 
ing the  application  of  the  weight  of  6.4  pounds  per  gallon  on  fuel  oil,  was 
tjiken  independently  of  the  railroad  company,  and  that  the  decision 
reached  was  made  to  appU^  over  all  lines.  The  Missouri  Pacific,  how- 
ever, was  not  without  information  as  to  the  results  of  Mr.  Becker's  actual 
tests.  It  knew  perfectly  well  that  the  real  weights  were  very  diflTerent 
from  the  weights  allowed.  On  April  17,  1905,  long  before  Mr.  Ik»cker 
had  authorized  the  use  of  the  weight  of  6.4  pounds  on  fuel  oil,  he 
wrote  to  the  Missouri  Pacific  Railway: 

Bej?  to  state  that  we  have  made  careful  arnl  exhaustive  tests  on  weight  of  oil  at 
Xeodesha  with  the  following  result:  Refined  oil,  6.75;  gasoline  or  naphtha,  6;  fuel 
oil,  7M;  gas  oil,  7.2. 

The  occasion  for  this  r(»port  as  to  weights  was  the  fact  that  the  Kan- 
sas h^gishiture  had  passer^  a  law  early  in  11*05  that  on  traffic  iiiovinL' 
within  the  Stat(^  of  Kansas  the  actual  weights  of  tlie  various  proiluct-* 
must  1m»  applied.  As  a  matter  of  fact,  the  Missouri  Pacific  Railway 
Com])any  did  instruct  its  aj^ent  at  Neodesha  to  use  the  wei^rhts  ju>l 
mentioned  as  the  basis  of  his  l)illint>f  of  oil  destined  to  Kansiis  point--, 
and  thes(»  weights  are  now  rej^-uhirly  used  on  State  shipments  Uy  all 
the  railroads. 

The  Standaixl  oflicials,  conuueutino-  ou  this  matter  of  weiti^hts,  con- 
t(Mul  that  it  would  disturb  the  (Mitire  practice  of  the  railroads  throu*rh- 
out  tlu*  countiv  to  v'hanofo  th(^  basis  of  wei^rht  of  fuel  oil,  siiu-e  it 
is  one  of  tin*  [)rodurts  of  n^inino-  and  the  weiofht  of  B.4  pounds  i-- 
tlirouji^liout  the  country  a|)j)li(Hl  on  reiined-oil  products.  This  arjrn- 
ment  has  no  application  to  Kansas  oil.  since  the  fuel  oil  pro<^luced  from 
it.  which  is  a  nmch  ofreater  fraction  of  the  total  output  than  in  th»^ 
Kast,  does  not  come*  in  competition  with  any  east(M*ii  oil  product.  The 
railroads  in  Texas  and  California  plac(^  the  same  arbitrary  weitrht  on 
fuel  oil  from  tln^  refinery  as  on  crude,  and  the  same  or  some  similar 
adjustment  should  have  Immmi  made  in  Kansas.  The  light  produrts  oi 
the  Kansis  n^iineries  could  contimn^  to  i)e  carried  on  the  basis  of  ♦>.4 
pomids  per  gallon,  which  woidd  leave  the  r<»tin(Mies  in  the  sanu*  {H>si- 
tioti  us  hefoiv  in  compctinvc  ^^'\^^  ^^^^^  Y^^t\\\evles  of  other  sections. 
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It  would  not  be  proper  to  urge  that  milroad  companies  should  weigh 
cars  of  oil  and  charge  on  the  actual  weight.  The  use  of  arbitrary 
w^eights  is  a  great  convenience.  There  is,  however,  no  reason  wh}^ 
arbitrary  weights  should  not  bear  the  proper  i-elation  to  the  actual 
weights.  Either  fuel  and  gas  oil  should  be  carried  at  the  same  arbi- 
trary weight  as  crude  oil,  or  fuel  oil  should  be  carried  at  a  greater 
arbitrary  weight.  A  reasonable  adjustment  of  arbitrary  weights  on 
Kansas  oil  and  its  products  would  appear  to  be  to  tix  the  weight  on 
crude  oil  at  7.2  pounds;  on  naphtha,  illuminating  oils,  and  lubricating 
oils  at  6.4  pounds,  on  gas  oil  at  7.2  pounds,  and  on  fuel  oil  remaining 
after  the  refining  process  at  7.0  pounds.  Of  course,  the  discrimination 
between  petroleum  and  its  products  might  be  done  away  with  in 
another  way  by  making  the  freight  rates  on  crude  oil  different  from 
those  on  the  products  of  refining,  and  perhaps  the  rates  on  fuel  oil 
different  from  those  on  the  more  valuable  refined  products.  In 
general,  in  Kansas  territory  the  freight  rates  are  the  same  on  crude 
petroleum  and  all  its  products,  though,  as  ahead}'  shown,  there  have 
been  some  cases  where  crude  oil  has  been  taken  at  lower  rates  per 
hundred  jwunds. 


CHAIT^ER  IX. 

CALIFOENIA. 

I.  DISTINCTIVE  FEATUBES  OF   THE   CALIFORNIA  0£L  PKOBI.E1L 

Section  1.  Peculiar  relations  of  railroads  to  the  industry. 

Railroads  as  large  consumers  of  fuel  oil. — The  relations  of 
railroads  to  the  oil  industry  in  California  are  peculiarly  intricate. 
This  is  largely  due  to  the  extensive  use  of  crude  oil  on  the  Paciiic 
coast  for  fuel  purposes,  it  having  in  great  measure  displaced  coal. 
The  largest  individual  consumers  of  oil  as  fuel  are  the  railroads  them- 
selves. Thus  the  consumption  of  the  Southern  Pacific  Company  and 
of  the  Atchison,  Topekaand  Santa  Fe  system's  coast  lines  in  11*04  was 
about  7,000, U(K)  barrels.  These  two  railroads  are  the  principal  ones 
in  California  concerned  with  the  oil  industry.  A  new  line,  the  San 
Pedro,  Los  Angeles  and  Salt  Lake  Railroad,  has  l>een  opened  within 
the  past  few  years;  its  consumption  of  fuel  oil  amounted  in  the  year 
1904  to  about  400,000  barrels.  The  total  production  of  crude  oil  in 
California  in  11M)4  was  about  29,400,000  barrels.  It  will  be  seen, 
tiiercfore,  that  the  railroads  alone  consumed  a  verv  suV)stantiHl  pro- 
l)orti()n  of  the  entire  output.  Their  pcM'centage,  moreover,  would  In? 
nuich  more  marked  if  from  the  total  production  there  were  deducted 
the  lighter  oils  which  ai"(^  adapted  for  retiiiing  purposes.  In  r.H»4 
i'onsiderably  less  tlmii  one-half  the  production  of  California  crude  oil 
consisted  of  what  may  l)e  tiM'med  retinablc  oils. 

Moreover,  of  the  crude  oil  us(h1  in  retining,  a  considenible  portion 
is  ultimately  used  as  fuel.  (lenerally  speaking.  California  crude  oil 
yields  a  small  ])eire!itage  of  illuminating  oil  and  gasoline,  and,  a> 
it  has  an  asphaltum  rather  than  a  ])araftin  base,  it  is  less  adapted 
to  the  maiuifaeture  of  high-grade  lubiMcants  than  are  the  eastern 
crudes.  As  a  result,  the  residuum  of  oil  run  through  retineries,  after 
the  lighter  products  hav(^  l)een  taken  otl",  constitutes  a  large  percentage 
of  th(»  total  output;  and  the  grejit  hulk  of  this  roiduum,  except  in  the 
<"{ise  of  retiiHM'ies  running  for  asphalt,  is  used  for  fuel  purposes  in  the 
same  maimer  as  the  luMwy  natural  crud(\^.  California  th(»refore  pre- 
sents a  fuel-oil  rather  than  a  retining-oil  problem. 

H.MLiioADs  as  LAiidK  eKODUCKUs  OK  cuiDK  OIL. — The  relation> 
of  railroads  to  the  oil  industry  are  further  complicated  by  the  fact 
I  hat  the  two  ])rinci})al  roads,  the  Southern  Pacitic  and  the  Santa   Fe, 
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are  themselves  larc^ely  interested  in  the  production  of  crude  oil  for 
th(Mr  own  use.  A  more  significant  fact  is  that  these  railroads  are 
also  interested  as  stockholders  in  important  oil-producing  companies. 
Tluis  the  Southern  Pacific  Company,  which,  through  its  own  subsidiary 
corporations,  controls  more  than  2,500  acres  of  oil  lands  in  California, 
also  owns  a  large  if  not  a  controlling  interest  in  the  stock  of  the 
Associated  Oil  Company. 

This  company-,  which  has  an  authorized  capital  stock  of  $30,000,000 
in  addition  to  $5,0<K).000  of  bonds,  is  a  combination  of  a  large  number 
of  producing  companies,  most  of  which  are  located  in  the  Kern  River 
field,  and  is  one  of  the  largest  two  single  producers  of  crude  oil  in 
California,  the  other  being  the  Union  Oil  Company  of  California,  an 
independent  concern.  This  ownership  of  Associated  Oil  stock  by  the 
Southern  Pacific  Company  has  an  important  bearing  upon  the  entire 
situation,  and  is  regarded  by  independent  producers  as  especially 
obnoxious,  particularly  so  because  of  numerous  indications  that  the 
Associated  Oil  Company  is  in  a  working  combination  with  the  Standard. 

The  Santa  Fe  system,  likewise,  through  a  subsidiary  concern, 
the  Petroleum  Development  (company,  controls  a  large  produc- 
tion of  crude  oil.  More  recently  the  Santa  Fe  has  acquired  the 
Chanslor-Cantield -Midway  Company,  which  owns  a  very  extensive  oil 
property  in  the  Midway  field,  situated  somewhat  southwest  of  the 
Kern  River  field.  It  was  expected  that  this  field  would  produce 
enough  oil  to  supply  the  entire  fuel  requirements  of  the  Santa  Fe 
system  on  the  Pacific  coast.  For  some  reason  not  altogether  clear, 
this  Midway  property  is  not  l)eing  operated  at  the  present  time — pos 
sibly  owing  to  the  low  price  at  which  oil  can  be  purchased  in  the  open 
market. 

Railroads  as  cakriers  of  crude  oil. — Not  only  are  the  railroads 
thus  largely  interested  in  l>oth  the  production  and  the  consumption  of 
crude  oil,  but,  owing  to  the  widespread  use  of  such  fuel  by  manufac- 
turing and  other  interests  throughout  Pacific  coast  territory,  they 
transport  crude  oil  to  an  extent  unknown  in  any  other  section  of  the 
country.  Although  there  are  several  pipe  lines  in  California,  these 
reach  only  a  few  of  the  important  fuel-oil  markets.  Furthermore, 
the  crude  oil  of  the  Kern  River  field,  which  is  mainly  used  for  fuel, 
is  so  heavy  and  viscous  that  it  can  be  tmnsported  through  pipe 
lines  only  with  great  difBculty.  As  a  result  of  these  conditions  an 
immense  quantity  of  crude  oil  is  moved  by  rail. 

Interests  of  Standard  Oil  capitalists  in  the  railroads. — A 
further  consideration  in  this  coiuiection  is  the  important  interest  of 
Standard  Oil  capitalists  as  individuals  in  the  leading  milroad  coujpa- 
nies  of  California.  Thus,  as  early  as  the  latter  part  of  1904,  such 
capitalists  acquired  a  blcK'k  of  capital  stock  in  the  Santa  Fe  system  esti- 
mated by  a  representative  of  the  latter  to  amount  toft.Vu^v\V%V"  .V^vakn^wnvn. 
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In  the  case  of  the  Southern  Pacific  Conapany  the  interest  of  Standard 
Oil  capitalists  is  clearly  indicated  by  their  representation  ui)on  the 
directorate  of  that  company  and  upon  that  of  the  Union  Pacific  Rail- 
road Compan}',  by  which  the  Southern  Pacific  is  directly  controlled. 
The  San  Pedro,  Los  Angeles  and  Salt  Lake  Railroad,  it  may  }>e  noted, 
is  very  closely  affiliated  with  the  Union  Pacific  system. 

Complications  arising  from  these  relationships. — These  com- 
plicated relations  of  railroads  to  the  oil  business  are  clearly  fraught 
wnth  mischievous  possibilities.  As  producers  of  crude  oil,  and  par- 
ticularly as  stockholders  in  some  of  the  large  producing  companiesJ, 
there  is  an  obvious  temptation  before  the  railroads  to  practice  favor- 
itism. As  large  consumers,  on  the  other  hand,  it  is  obviously  to  their 
interest  to  keep  the  price  of  oil  down.  As  carriers  it  is  as  obviously 
to  their  interest  to  obtain  the  maximum  revenue  for  transporting  the 
product.  They  thus  clash  directly  at  numerous  points  with  an  impor- 
tant class  of  patrons.  It  may  be  noted,  however,  that  the  interests 
of  the  mil  roads  as  consumers  are  substantially  identical,  as  far  as 
prices  are  concerned,  with  those  of  the  Standard  Oil  Company,  which 
itself  produces  practically^  no  crude  oil  on  the  Pacific  coast,  but  purchases 
nearly  its  entire  supply.  There  is  this  difference,  that  whereas  the 
Standard  Oil  Compan\'  is  mainly  interested  in  refining,  and  therefore 
prefers  the  lighter  oils,  the  railroads  require  the  heavy  oils,  which  can 
be  more  readily  burned  in  a  crude  state.  The  distinction  is  not  without 
interest,  for  it  means  that  these  purchasing  interests  do  not  to  any 
groat  extent  conflict.  It  is  true  that  the  Standard  Oil  Company  deal- 
extensively  in  fuel  oil,  but  this  is  largely  the  residuum  of  its  relinerv 
rathiM"  than  natural  crude*.  The  crude-oil  producer,  therefore,  derivt-^ 
little  benetit  from  competition  between  the  Standard  Oil  Connmiiy  ami 
the  railroads  in  the  purchase  of  his  product.  Complaint  is  indeed 
almost  universal  in  California  that  instead  of  competing  with  such 
large  buycM-s  as  the  Standard  Oil  Company  and  the  Associated  Oil 
Company,  the  railroads  have  actively  assisted  such  buyers  in  depressiiiir 
prices. 

Section  2.  Principal  oil  fields  and  refining  centers  of  California. 

In  11*U4  California  led  all  other  States  in  the  Cnion  in  the  productitui 
of  crude  oil,  with  an  output  of  !>1K4()0jm)()  barrels.  In  iiM)5  it  still  held 
the  lead  with  a  production  estimated  at  about  35,000,^)0  barrels.  The 
largest  producing  distiict  is  the  Kern  KiviM*  field,  which  is  situated  jn-^t 
out  of  Hakersticld  near  the  central  part  of  the  State,  and  which,  in  r.»04, 
produced  more  than  IT.nuo.oiH)  l)arreis,  or  practically  00  per  cent  of 
the  entire  output  of  the  State.  In  VM):)  the  estimated  prcMhiction  of 
this  tieid  fell  to  about  14,<mm),0()0  barrels,  or  al)out  4o  per  cent  of  the 
total.  This  tieid  produces  a  verv  thick  and  heavy  oil,  practically  all 
of  which  is  used  for  fuel  purposes,  with  the  exception  of  that  used 
for  the  production  of  v\sp\uvU. 
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The  Coalinga  field,  which  ranks  second  in  respect  to  production, 
lies  to  the  northwest  of  the  Kern  River  tield.  A  considerable  portion 
of  the  oil  of  this  tield  is  relativeh'  light,  as  compared  with  other  Cali- 
fornia crude  oils,  and  is  used  for  refining  purposes.  The  remainder 
is  mther  heav\^  and  is  more  adapted  for  use  as  fuel. 

The  Santa  Maria  tield  is  next  in  importance,  although  it  was  only  in 
1904  that  it  lxH*ame  a  factor  in  the  situation  with  a  production  of  about 
800,(XM)  barrels.  In  1905  its  production  exceeded  5,000,000  barrels. 
This  tield  produces  a  relatively  light  oil,  suited  for  refining  purposes, 
although  used  to  some  extent  for  fuel.  It  lies  near  the  coast,  in  Santa 
Barbara  County,  not  far  south  of  San  Luis  Obispo. 

Another  coast  tield,  similar  in  some  respects  to  the  Santa  Maria,  is 
the  Ventura  tield,  also  but  a  short  distance  from  the  coast  but  farther 
south.  The  oil  of  this  tield  is  used  both  for  refining  and  for  fuel.  In 
the  same  vicinity  and  somewhat  farther  inland  are  several  minor  fields. 
Around  Los  Angeles  there  are  a  number  of  fields,  including  the  old 
city  field  itself  which  is  within  the  city  limits.  To  the  southeast  of 
Los  Angeles  are  the  Whittier  and  Fullerton  fields,  while  to  the  west 
is  the  Salt  Lake  field  which  first  attained  a  considerable  production  in 
1904.  The  oil  of  the  Salt  Lake  field  is  mainly  used  for  fuel  purposes. 
The  production  of  the  Whittier  and  Fullerton  fields  and  of  the  Los 
Angeles  city  field  is  used  both  for  fuel  and  for  refining.  The  loca- 
tions of  the  principal  oil  fields  of  California  are  indicated  on  the 
accompanying  map.  The  shaded  sections  indicate  the  fields,  those 
priKlucing  chief!}'  fuel  oil  l)eing  shown  in  black.  There  are  numerous 
other  oil-producing  districts  in  the  State. 

The  locations  of  the  principal  refininfg  companies  ar«  also  shown, 
with  the  exception  of  asphalt  refineries.  The  principal  centers  of 
independent  refining  operations  are  near  San  Francisco  and  Los 
Angeles.  The  great  plant  of  the  Standard  Oil  Company  is  at  Point 
Richmond,  across  the  ba}'  from  San  Francisco.  This  is  owned  and 
operated  by  the  Pacific  Coast  Oil  Company,  a  subsidiary  concern.  It 
had  a  capacity  in  1904  of  about  10,000  ])arrels  per  day,  or  much  more 
than  the  total  daily  capacity  of  all  independent  refineries  in  the  State, 
producing  illuminating  oil,  combined.  The  sale  of  the  products  of 
this  refinery  is  handled  by  another  Standard  concern,  the  Standard 
Oil  Company  of  Iowa.  The  I'nion  Oil  Company,  of  California," 
which  has  the  largest  independent  plant  on  the  coast,  it  should  *)e 
noted,  no  longer  makes  illuminating  oil.  After  meeting  with  vi^ry 
severe  competition  from  the  Standard  Oil  Conipany  some  years  ago, 
it  made  a  contra<*t  to  sell  its  illuminating  oil  to  that  concern. 

Under  a  later  contract,  dated  February  4,  1904,  Iwtween  the  Union 
Oil  Company  and  the  Pacific  Coast  Oil  Company,  whereby  the  Union 
Oil  Company  was  to  sell  the  Pacific  Coast  Oil  Company  a  quantity 

a  Thia  company  is  hereafter  referre<i  to  as  the  Union  Oil  Covciv^wj . 
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of  relatively  light  crude  oil  produced  in  Ventura,  Santa  Barbara, 
and  San  Luis  Obispo  counties,  it  was  provided  that  the  Union  Oil 
Company  "will  not  engage  in  the  manufacture  or  sale  of  any  water- 
white  retined  petroleum  oil,  prime  white,  Standard  white,  or  refined 
petroleum  called  by  any  other  name,  naphtha,  benzine,  gasoline,  or 
distillate  of  a  gravity  of  88^  Baume  and  at  a  temperature  of  f»(>-  F.. 
within  the  count}'  of  Contra  Costa,  State  of  California,  during  the 
time  of  this  agreement."  The  contract  went  into  effect  on  March  4. 
1004,  and  van  for  two  years.  Although  the  prohibition  upon  the 
Union  Oil  Company  not  to  manufacture  or  sell  water-white  oil  or 
other  light  distillates  refers  in  the  contract  specifically  to  the  county 
of  Contm  Costa,  it  virtually  covers  the  entire  State,  since  the  only 
refinery  of  the  Union  Oil  Company  adapted  for  the  production  of 
these  lighter  products  is  at  Oleum,  in  the  county  of  Contra  Costa. 
Moreover,  a  representative  of  the  Union  Oil  Company  admitted  that 
the  intent  of  the  contract  was  to  entirely  prevent  the  L'nion  Oil 
Company  from  manufacturing  or  selling  such  lighter  products  any- 
where in  the  State  of  California.  The  circumstances  which  led  the 
Union  Oil  Company  to  thus  abandon  the  manufacture  of  illuminating 
oils  and  light  distillates  were  related  by  a  representative  of  the  Union 
Oil  Company  briefly  as  follows: 

The  Union  Oil  Company  competes  with  the  Standard  only  in  selling  its  fuel  oil. 
We  were  in  comj)etition  when  we  were  making  illuminating  oil  but  we  surren- 
dered this  business  to  them.  When  we  started  our  refinery  on  San  Pablo  Bay 
we  were  getting  12  cents  a  gallon,  in  bulk,  carload  lots,  for  refined  oil,  but  wherever 
this  oil  was  marketed  the  |>ri(e  wont  to  7  cents  a  gallon.  This  was  in  Oakland  an'i 
Chinatown  (San  Francisco).  These  were  the  markets  we  reached  at  first,  and  when 
oil  (Iroi)pcd  to  those  prices  the  Siandanl  made  a  i)roi)osition  to  pay  7 A  cents'  a  g-alliUi. 
f.  o.  b.  cars  at  tlic  refinery,  lor  retined  oil,  and  S  cents  for  IxMizine.  We  made  a 
three-year  contract  at  those  prices,  and  I  think  the  contract  was  exteiule<i  ihrtv 
ytnirs  longer.  We  could  make  only  a  limited  (piantity  an<l  were  not  permitted  to 
sell  to  anyone  else.  After  they  built  their  refinery  we  ceased  to  make  illuininatiiii: 
oils  altogether  umkT  our  jiri'seut  contract,  which  went  into  effect  on  ^Slarch  4,  IMM. 

Section  3.  Pipe  lines  on  the  Pacific  coast. 

1lKM'e  are  thn»e  laro-e  oil  companiivs  on  the  Paeitir  coast  which 
ojxM'ate  extensive  pipe-line  systems.  The  lono(»st  line  is  that  of  the 
Pacitic  Coast  (Standard)  Oil  (\)nij)an\\  whieli  runs  from  the  Kern 
Kiver  fiekl  to  the  company's  r(»finer\'  at  Richmond  near  San  Fninrisix). 
A  branch  from  the  Coal in^rJi  field  conn(M'ts  with  the  main  pip<*  line  at 
M(Mid()ta,  about  l^s  miles  from  Coaiin^-a  and  about  ITo  niilos  from 
Richmond.  Tlie  Pacitic  Coa>t  Oil  Company  also  has  some  sliortor  lines 
from  southiu'u  ficdds  to  the  coast. 

Another  important  system  of  pipe  lines  is  operated  by  the  I'nion 
Oil  Company.  This  company  has  a  network  of  pil)e  lines  from  the 
various  oil  fields  in  tin*  vicinity  of  Los  AiiLfch's.  throuofh  whi<-h  it 
pumps  oil   into  that  city  and  to  other  i)oints.      It  has  two  important 
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though  short  lines  from  coast  fields  to  the  ocean,  one  running  from 
the  Ventura  district  to  Ventum  and  the  other  from  the  Santa  Maria 
Held  to  Port  Harford.  This  company  also  has  some  shorter  lines  in 
the  Kern  River  and  Coalinga  fields,  whitrh  need  not  be  discussed  here. 

The  third  important  pipe  line  is  that  of  the  Associated  Oil  Com- 
pany, which  runs  from  the  Coalinga  field  to  Monterey,  on  the  Bay  of 
Santa  Cruz,  from  which  point  oil  is  delivered  to  San  Francisco  and 
neighboring  points  by  tank  vessel.  This  line  was  first  constructed  in 
ll*o4  as  an  independent  project,  and  was  genemlly  known,  from  the 
name  of  its  projector,  as  the  Matson  Pipe  Line.  Great  hop(\s  were 
entertained  l)y  independent  oil  producers  that  the  construction  of  this 
line  would  afl'ord  them  a  conipeting  outlet  for  their  product,  and  so 
enable  them  to  widen  their  markets  and  obtain  better  prices.  These 
hopes  were  disappointed  by  the  acquisition  of  this  line  in  the  sunmiei* 
of  IDOy  by  the  Associated  Oil  Company,  this  purchase  having  the 
effect  of  virtually  placing  it  under  the  control  of  the  Southern  Pacific 
Company. 

Since  the  statutes  of  California  do  not  compel  pipe  lines  to  act  as 
common  carriers,  it  is  obvious  that  this  line  is  not  likely  to  prove  an 
active  competitor  of  the  milroads.  The  Pacific  Coast  (Standard)  Oil 
Company  does  not  act  as  a  conmion  carrier.  It  has  a  constructive 
pipage  charge  from  the  Kern  River  field  to  San  Francisco  which  is 
exactly  the  same  as  the  railroad  freight  rate;  this  is  of  no  real  signifi- 
cance, however, since  the  company  handles  no  oil  through  its  pipeline, 
except  that  which  it  purchases.  Furthermore,  on  account  of  the 
extremely  heavy  and  viscous  nature  of  the  Kern  River  oil,  already 
noted,  the  amount  transported  from  this  field  b}-  pipe  line  has  been 
relatively  small.  Indeed,  the  effort  of  the  Standard  Oil  Company  to 
pipe  this  particular  oil  is  regarded  as  a  virtual  failure.  Shortly  after 
the  line  was  !)uilt,  moreover,  the  Coalinga  field  was  rapidly  develo[>(»d, 
and  as  it  furnished  a  large  supply  of  a  more  satisfactory  oil  for  refin- 
ing purjyoses  there  was  little  inducement  for  the  Standard  Oil  Company 
to  attempt  to  pipe  the  Kern  River  j)roduct  for  refining. 

i\\riFic  Coast  Oil  Company  prohthitrd  under  contract  from 
ACTiNc;  AS  A  COMMON  CARRIER. — While  the  Pacific  Coast  Oil  Com- 
pany has  shown  little  disposition  to  act  as  a  common  carrier,  it  is  further- 
more prohibited  from  doing  so,  within  the  limits  of  the  law,  by  a  con- 
tract covering  rights  of  way  for  its  pipe  line  with  the  Southern  Pacific 
Company.  This  contract,  which  was  dated  January  2S,  lt»02,  and 
which  covered  various  rights  of  way  for  the  pipe  line  and  telegraph 
lines  of  the  Pacific  Coast  Oil  Company  from  Bakersfield  to  Richmond, 
contains  the  following  clause: 

It  also  Inking  the  express  understandinj?  by  and  between  the  partien  hereto  that 
the  [)i|)e  Hne  hereinbefore  referre<l  to  is  only  to  Ik*  usinl  by  the  party  of  the  Hrnt  part 
for  iti*  own  oil,  m  far  a^  poi!*sible  under  the  law. 
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There  being  no  statute  in  California  compelling  pipe  linos  to  act  as 
connnon  carriers,  it  will  be  seen  that  by  entering  into  this  contract 
the  Pacific  Coast  Oil  Company  debarred  itself  from  acting  a?«  a  com- 
mon carrier  of  oil  through  its  pipe  line. 

The  pipe  lines  of  the  Pacific  Coast  Oil  Company  and  of  the  Asso- 
ciated Oil  Company  are  the  only  ones  running  northward  to  San 
Francisco  and  that  vicinity.  The  independent  producer  ijj,  therefore, 
unable  to  use  pipe-line  transportation  to  such  markets.  In  the  South 
conditions  are  substantially  the  same.  The  Union  Oil  Company,  gen- 
erally speaking,  does  not  act  as  a  common  carrier  in  the  full  sense  of 
the  term. 

A  new  line  has  recently  been  proposed  from  the  Coalinga  field  to 
the  Pacific  coast,  but  thus  fir  its  actual  construction  hjis  not  l>een 
undertaken. 

These  conditions,  and  the  fact  that  fuel  oil  is  widely  distributed  to 
distant  markets,  such,  for  instance,  as  those  in  northern  California 
and  in  Arizona,  far  remote  from  pipe-line  routes,  have  prevented  anv 
important  degree  of  competition  between  the  pipe  lines  and  rail^oad^i 
us  far  as  shipments  of  producers  generally  are  concerned. 

Section  4.  Water  transportation  of  oil. 

Water  transportation  of  oil  affords  a  more  effective  means  of  conijie- 
tition  with  railioads  on  the  Pacific  coast.  But  again,  the  advantages 
of  this  form  of  delivery  are  chiefiy  confined  to  the  large  pipe-line  com- 
panies just  mentioned,  which  also  own  tank  vessels.  Bec^ause  of  the 
long  stretch  of  st^acoast,  and  particularly  because  of  the  fact  tliat  sonio 
of  th(*  ni()>t  important  consuming  markets  are  located  at  or  near  tidt^- 
wat(M',  it  is  possible  to  (Muplov  vess(4  transportution  of  oil  on  an  exten- 
sive scale.  This  has  an  important  influence  on  railroad  oil  nites  to 
various  coast  points.  Tliis  is  true  in  the  case  both  of  crude  and  of 
reHned  oil.  It  has  already  been  shown  that  seveml  of  the  pipe  line> 
of  southcH'n  Cjilifoinia  i*un  to  th(»  coast,  where  deliveries  can  ho  madt* 
to  tank  vessels.  The  terniiinis  of  the  ])ip(^  line  of  the  Pacific  C\>ast  Oil 
Company,  and  likmviso  its  refinery  at  Hiclunond,  are  on  the  shore  oi 
San  Pablo  Hay.  In  the  same  vicinity  there  are  several  independent 
refineri<v>:.  a  number  of  which  are  able  to  em])lov  vessel  ti*ansp<>rtation, 
but  noiH*  of  which,  with  tlu^  exception  of  the  I'nion  Oil  Conipanv.  ha> 
tank-vessel  facilities  of  its  own. 

Section  5.  Other  competitive  methods  of  transportation. 

Among  minor  methods  of  competition  in  transi)ortation  is  one  prac- 
tically unknown  in  other  sections  of  the  country,  namely,  the  teaniintr 
of  oil.  In  seasons  when  tho  grain  crop  is  short  it  is  a  common  pnic- 
tice  of  farmers  to  employ  their  teams  iu  the  transportation  of  rrude 
oil  from  widls  to  nearby  markets,  and  this  form  of  competition  hji> 
resulted  in  numerous  deviations  from  railroad  tariffs. 
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Still  another  influence  upon  railroad  rates  is  the  extensive  use  of 
wood  as  fuel  in  the  mountain  districts.  Ostensibly  in  order  to  deliver 
oil  in  competition  with  wood,  the  Southern  Pacific  Company  has  in 
seveml  instances  made  secret  rates  on  oil.  As  this  chapter  will  show, 
these  rates  have  not  been  open  to  all  interests  alike,  but  have  con- 
stituted serious  discrimination. 

Section  6.  Prices  of  crude  oil,  and  general  considerations. 

Before  ptissing  to  a  discussion  of  railroad  discriminations  it  should 
lie  stated  that  price^s  of  crude  fuel  oil  in  California  are  relatively  low. 
Thus  the  average  value  of  the  immense  production  of  the  Kern  River 
field  in  1904,  according  to  the  reports  of  the  United  States  Geologieal 
Survey,  was  only  17^  cents  per  barrel.  In  that  vear  a  considerable 
amount  of  oil  sold  in  the  field  as  low  as  15  cents  a  barrel,  and  occa- 
sionally lower.  Some  years  ago,  before  the  production  of  the  State 
had  assumed  its  present  enormous  proportions,  crude  oil  sold  for  fuel 
purposes  in  the  leading  consuming  markets  like  San  Francisco  for 
more  than  $1  a  barrel.  Roughly  speaking,  about  4  barrels  of  crude 
oil  from  the  Kern  River  field  are  ecjuivalent  for  fuel  purposes 
to  1  ton  of  coal.  On  the  basis  of  comparative  value  alone,  crude  oil 
delivered  at  a  market  like  San  Francisco  would  be  worth  much  more 
than  a  dollar  a  barrel.  Obviously  no  such  value  can  be  claimed  for 
it  unless  conditions  of  supply  and  demand  warrant.  But  it  may  be 
accepted  as  a  fact  that  prices  of  crude  oil  in  California  are  distinctly 
low.  As  a  result  it  is  the  producer  rather  than  the  consumer  who 
lias  special  cause  for  complaint.  The  average  producer  of  crude  oil 
in  California  has  suffered  very  severed  from  the  great  decline  in  the 
price  of  his  product  in  the  past  few  years. 

Another  consideration  to  be  borne  in  mind  is  that  fuel  oil  is  sold 
almost  altogether  under  contract  on  the  Pacific  coast,  such  contracts 
frequentl}'  running  for  several  years.  It  follows  that  a  shipper  having 
the  benefit  of  a  secret  nite  has  been  able,  by  underbidding  his  competi- 
tor, to  secure  the  business  of  a  given  market  for  a  long  period  of  time. 

Mention  may  also  be  made  of  the  fact  that  owing  to  the  heaviness  of 
California  crude  oils  generally,  the  weight  of  a  gallon  of  the  crude 
product  is  considered  by  railroad  companies  as  7f  pounds.  In  the 
Fast,  petroleuu)  oil,  l>oth  crude  and  refined,  is  taken  at  an  arbitrary 
weight  of  6.4  pounds  per  gallon.  In  Kansas  the  basis  for  crude  oil 
was  7.4  pounds  until  recent  legislation  applied  to  actual  weight.  It  is 
a  common  practice  of  California  railroads  to  (juote  rates  on  crude  oil 
on  a  gallon  or  a  barrel  basis.  At  other  times  rates  are  quoted  by  the 
ton.  By  a  barrel  of  crude  oil  is  invariably  meant  42  gallons;  the 
weight  of  a  barrel,  therefore,  is  826i  pounds.  Thus  ♦).144  barrels  of 
crude  oil  weigh  a  ton.  Roughly  speaking,  a  ton  of  crude  oil  in  Cali- 
fornia is  regarded  as  the  ecjuivalent  of  6  barrels. 
28180-06 26 
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II.  EXTENT  AND  FORM  OF  DISCRIMINATIONS  IN  OIX.  RATES. 

Section  7.  Widespread  belief  in  such  discriminations. 

The  investigation  of  the  oil  industry  in  California  immediately  dis- 
closed the  existence  of  an  almost  universal  suspicion  among  independ- 
ent oil  producers  that  some  of  the  largest  companies  in  the  oil  busines.^ 
were  ohtaining  unfair  advantages  from  railroads.  These  suspicions 
were  chiefly  directed  against  the  Standard  Oil  Company  and  the  Asso- 
ciated Oil  Company.  In  the  case  of  the  former  the}^  were  undoubtedly 
based  in  part  upon  the  apparent  interest  of  the  Standard  Oil  capitalists 
in  the  two  leading  railroad  systems,  as  indicated  by  representation 
upon  the  directorates  of  those  roads.  The  ownership  of  a  lar^e  stock 
interest  in  the  Associated  Oil  Company  by  the  Southern  Pacific  Coni- 
pan}^  not  unnatural l>'  created  suspicion  of  favoritism  in  the  case  of 
that  concern.  But  while  belief  in  discriminations  was  due  in  part  to 
the  relationship  thus  indicated,  it  rested  chiefly  upon  a  more  tangible 
basis.  Throughout  a  large  part  of  the  State  crude  oil  had  been  sold 
and  was  still  being  sold  by  a  few  large  companies,  principally  the 
Standard  Oil  Company  and  the  Associated  Oil  Company,  at  delivered 
quotations  less  than  the  market  price  of  the  oil  in  the  fields  or  the  pos- 
sible cost  of  production,  plus  the  published  mte  of  freight  to  market. 

Where  a  shipment  was  necessarily  by  rail,  onlj'  two  explanations 
were  possible.  Either  the  seller  was  losing  money  or  he  was  obtain- 
ing a  freight  rate  less  than  the  rate  openly  published.  It  is  not  sur- 
prising that  the  independents  adopted  the  latter  view,  and  particularly 
since  the  two  large  purchasing  companies  appeared  to  be  prosperous. 
In  the  case  of  the  Associated  Oil  Conipaiiy  the  theory  that  this  business 
was  being  handled  at  a  loss  seemed  to  l)e  discredited  by  the  fact  that  it 
had  recently  begun  to  pay  dividends.  Tiie  ownership  of  a  piix?  line 
by  the  Standard  Oil  Company,  that  of  the  Paciflc  Coast  Oil  Conii>jiny, 
made  it  possible  for  that  concern  to  deliver  oil  at  a  legitimate  tran>- 
portation  cost  less  than  the  o\)qu  railroad  freight  rate  where  the  pipe 
line  could  be  utilized.  This  explanation,  however,  would  account  for 
low  prices  only  in  certain  sections  of  territory,  the  Standard  Oil  Com- 
pany being  largely  dependent  ui)on  railroad  transportation.  In  the 
case  of  the  Associated  Oil  Compaiiv,  which  had  no  pipe  line,  other 
than  field  liiu»s.  until  the  middleof  liM)."),  this  explanation  did  not  obtain. 

The  investigation  of  the  Buieau  has  confirmed  in  large  measure  the>e 
charges  of  discriminations  in  railroad  rates  on  the  part  of  the  principal 
railroads  of  Californfa.  These  discriminations  in  rates,  in  connectiim 
with  other  methods  of  favoritism,  are  of  sufficient  importance  to 
explain  in  no  small  degree  the  rapid  extension  of  the  powder  of  a  few 
large  distributing  companies  in  the  oil  business  in  that  Stiite,  an<l 
particularly  of  the  Standard  Oil  Company  and  the  Associated  Oil 
(■ompnny. 
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Section  8.  Form  of  rate  discriminations  on  the  Pacific  coast. 

In  the  case  of  secret  and  discriminating  rates  discovered  in  the 
examination  of  eastern  railroads,  it  has  ahnost  always  been  found  that 
some  Standard  Oil  compan\^  was  the  only  shipper  from  the  points- 
obtaining  such  rates.  In  other  words,  the  discrimination  is,  on  the  sur- 
face, between  localities  rather  than  between  individuals  at  the  same 
point.  In  California,  however,  direct  discrimination  between  indi- 
viduals shipping  from  the  same  point  to  the  same  destination  was  also 
found  to  exist,  and  in  order  to  effect  this  discrimination  recourse  was 
had  to  the  use  of  the  rebate.  Such  rebates  as  were  found  were  invari- 
ably based  upon  a  secret  rate,  and  were  not  promiscuous  payments  or 
a  percentage  of  total  freight  charges.  The  discrimination  in  fact  was 
in  the  rate  itself,  the  rebate  being  merely  a  method  of  applying  such 
a  rate. 

The  Southern  Pacific  Company  almost  invariabl  v  adopted  the  rebate 
in  apph'ing  its  secret  rates  on  oil,  this  practice  being  styled  more 
euphoniously  "protecting  the  rate  by  voucher."  This  means  that  the 
shipper  or  consignee  who  obtains  a  secret  rate  first  pa^s  the  tariff  rate 
and  then  renders  a  claim  for  the  difference  between  it  and  his  secret 
rate.  These  claims  are  known  by  the  railroad  company  as  vouchers, 
like  an}'  other  bill  against  them.  The  Santa  Fe  system  sometimes 
employs  the  rebate  and  sometimes  uses  its  secret  oil  rates  directh^  on 
the  wavbilljng.  In  the  former  case  the  rate  is  styled  a  ''claim  quota- 
tions—that is,  a  rate  which  is  to  he  adjusted  by  claim  or  rebate — and 
in  the  latter  case  a  '' letter  special/'  which  is  virtually  equivalent  to 
the  secret- i*ate  order  of  eastern  railroads,  although  usually  in  the  form 
of  a  typewritten  letter  to  the  local  agent.  A  copy  of  one  of  these 
letter  specials  of  th^  Santa  Fe  system  is  given  on  page  423. 

The  deviations  of  the  Southern  Pacific  Company  from  published 
tariff  rates  are  in  the  form  of  what  are  known  as  ''Y  specials,"  or 
*'extra  specials."  The  "  Y  special"  is  a  tariff  which,  while  printed, 
is  marked  ''not  to  be  posted."  The  rates  quoted  in  it  are,  however, 
ostensibly  open  to  all  shippers  alike  from  a  given  point.  This  tariff, 
while  irregular,  is  not  of  an  especially  discriminatory  character  as 
far  as  oil  is  concerned.  It  is  used  b}'  the  agent  in  billing  oil,  who 
enters  the  rate  quoted  bj^  it  directly  on  waybills.  The  ''extra  special," 
however,  is  not  known  to  the  billing  agent,  but  is  applied  by  settlement 
through  the  general  office  by  means  of  a  rebate.  An  official  of  the 
Southern  Pacific  at  San  Francisco  discussed  these  two  forms  of  spe- 
cial rates  as  follows: 

The  regular  tariff,  or  the  tariff  which  covers  the  movement  of  all  freight  l>etween 
all  points  in  all  directions,  is  of  a  general  character  and  is  cotppiled  under  general 
directions.  After  that  tariff  is  publinheci  there  arise  special  conditions  at  special 
points  which  require  the  lowering  of  the  rate  in  order  to  move  certain  commo^lities, 
and  therefore  we  make  what  is  known  as  a  s})ecial  commodity  rate,  auOl  "^^^^  \»tvv>\. 
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that  in  what  we  call  a  **  Y  special."  No  one  can  publish  a  regular  tariff  to  take  care 
of  special  traffic.  It  is  simply  unearthed  or  discovered  by  special  inve£(tigation  and 
appeal  by  parties  interested  in  buying  or  selling  the  particular  coniiiiodity. 

The  **Y  special"  differs  from  what  we  call  the  *' extra  special"  in  this*  respect:  The 
*'extra  special"  is  made  to  meet  special  conditions.  You  mi^ht  c&U  it  market  i-<»m- 
petition.  Those  rates  are  not  published  except  on  interstate  traffic.  The  a^nt  who 
bills  the  freight  knows  nothing  of  the  *'extra  special"  rate.  Each  rate  de|>ends  u|k>d 
itself.  But  I  would  say  generally  that  we  would  make  it  apply  in  both  dir€?ctions  if 
we  were  asked  to  do  it.  *  *  *  The^e  rates  are  not  published  for  the  reason  that 
the  water  carriers  would  immediately  reduce  their  rates  to  hold  the  businesw  if  they 
knew  what  our  rates  were,  and  also  the  wood  contractors  on  the  mountains  would 
reduce  their  prices  in  proportion,  thereby  causing  us  further  reduction;  but  as  we 
desire  to  engage  in  the  handling  of  a  share  of  the  competitive  traffic  we  adopt  this 
means  of  doing  so. 

The  inv^estioration  of  the  Bureau  developed  the  existence  of  more 
than  80  different  deviations  from  published  tariff  rate8  on  oil  in  Cali- 
fornia. This  does  not  include  any  differences  between  the  '*•  Y  •'  tariff 
of  the  Southern  Pacific  Company  and  its  regularly  posted  tariffs;  the 
'' Y"  tariff  is  treated  in  this  discussion,  for  the  reasons  already  noted, 
as  practically  a  re<^uhir  tariff.  The  deviations  in  oil  rates  cliselased 
by  the  investigation  are  summarized  in  the  following  table,  most  of  the 
various  destinations  being  shown  on  the  accompanying  map: 

CALIFORNIA  OIL  RATES  AT  VARIANCE  WITH  TARIFF,  1904. 

Sinithfjii  Pacific  Company. 


Fn)m—  To —  Commodity.    Secret  nite.    Tariff  rale.    Reoipient  of  se<T«.'t  rate. 


Bakersfield Keswick Crude  (»il  .. .    1.4c  K'd I  2e  K"! Stnrnhird     Oil    < 'o.    ati  1 

I  Mountain  CopiHT  <   •. 

Do VikKtsou do l.lCKal '  2c  pal Ux'ul  e»»n>i>fiu-f. 

Ih» KeddiuK dn 1.4c  ^al 2c  khI Staiulard  Oil  Co. 

Do Kfd  HlutT do 1.4c  ^al 2C  K»d Do. 

D(» MiddleCreek do l.lCKal....    2c  Kal ,  Do. 

Do Oxnanl <lo 0.9c  K'd i  1.2«iC  Kftl -'•  •    Auierieaii      Beet     Sucar 

I  Co. 

Do Lauioine <lo 1.2CKal 2..'mJ  pil I^unoint'      r^uinl>er    a:nl 

I      Trading?  ('<». 

Do Helttravia do 1.2c>.'al 2c  Kal I'nion  Suj,far  Co. 

Do Flori>ton <lo l.oc.u'al 2c  pal Flori.stoii    l»nl|»  and  F'a- 

per  C<». 

D) >!ilton «lo j')  ton ?7  t(Ui New  Liven^Htl  Salt  <  <•. 

and  >taiidard  oil  c 

Ivo Cliiro do l.JCK'al l.r>c  i^'al Clueocias    and    Powvr 

Co.:  Diiiiiiiiixl    Mat.  h 
Co. 
Do    Hucii    d(. l.^CKal 'Jcual .\s.'Mioiute«l  Oil  c<». 


Spn-ckoN d.. rJcl.hl -><».  ic  bbl.".  Do. 

Do Mcntrn> do luc  »»»•! .'»<».  4C  l)M  .. .  Oil  for  count  v  u-^-. 

Do Nome do Tcl'l'l U»c  1)1>1 V.><>«H'iate<i  oil  c,». 

Do Santa  Cru/ do u.«ic  U'd 1.2c  pil AsMwiatcd    (lil    c.«.,    t-r 

eoiintv  us«'. 

Do CastrovilU- do (i.l«c  ^al 1.2Ck'al 

Do riiocui.x.  .Vii.: <lo *«i  tt»n ss  ton Standard     f)il     Co.    ^nd 

.VsMM'iati<l  ( )il  Co. 

cliniond Mary-villc llefnKMl  oil . .  17.5o<\\t..  2lC  ewt Standard  Oil  Co. 

Do I'araMin «1.. Vic  l.-n T-V  ton Do. 

Do Sail  .luM- d«, t.C(\\t >1. .'■>()  ton  ...  Do. 

D" Oakland do ."►oe  ton TV  Ion Do. 

D.» Kcvwirk Cni.lc  oil  ...  Itic  M'l  . . . .  MebM....  Do. 

Do MiddleCreek do 4»ichl.l....  MoM)l....  Do. 

Do Kcd-liiiLT <lo U;c- hl.i  ....  TKM.bl....  Do. 

D.. Kcd  Hltiir do loc  I'l.l  ....  f.nc  1)1.1  ....  Do. 

D<» I.voth .lo iK- M»l  ....  2sel»M....  Do. 

Do iMirliiini do •'►(t.JC  I'M- •  •  7lcl»l>l....  Do. 

Do ciiico do :;7.t;c  j,i,i...  4:>c  i-M  ....  D<». 

Do Harnar-ls do '.»2.Jo  l.bl. . .  ?i.(i:>  l»l)l. ..,  Do. 
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From— 


Bakerefield . 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Da 

Do 


Do   .... 

Do 

Do 

Do 

Do 

Do 

Do 

Richmond. 

D.) 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 


RATE    DISCRIMINATIONS    IN    CALIFORNIA. 


405 


CAU FORMA  OIL  RATES  AT  VARIANCE  WITH  TARIFF.  1904— Continued. 
Southern  Pacific  Comimny — Continued. 


From— 


To— 


Commodity.    Secret  rate.    Tariff  rate.    Recipient  of  secret  rate. 


Conlingiii I  Reedey Crudeoil...    0.*.»e  gal 1.39egal. 

Do Laejac do 0.9e  gal l.a9e  gal . 

Do I  Visalia do 0.6c  gal ;  0.9c  gal.. 


IxKs  ,\ngele.s Sal  ton  . 


.do. 


S3  ton '  S5  ton  , 


Do West  Olendale do .'iOcton.. 

Chino Deelez do 15c  bbl  . . 


75c  ton  . . 
19.5c  bbl . 


Fresno Tulare Refined  oil  .  $1.90ton...    ?3.a5ton. 

Do Hanford do 01.10  ton...    8*2  ton  .  . 

San  Fruneisco  ...  Petaluma do 4c  cwt 5c  ewt . . . 

Norwalk Fhirenee Crudeoil...  50c  t<>n 'fl5cton6. 


Standard  Oil  Co. 

Do. 
Consolidated       Heat, 
1      Light  and  Power  Co. 

Standard  Oil  Co.:   New 
I      Liverpool  Salt  Co. 
I  I'nion  Oil  Co. 
California  Constniction 

Co. 
Standard  Oil  Co. 
,         Do. 
Do. 
1  Union  Oil  Co. 


AU'huon,  Topeka  and  Santa  Fe  Railway. 


Re<lond<> Ix>s  Angeles Crude  oil . . .    7.5c  bbl . . . 

Do San  Diego do 20cbbl... 

Do San  Bernardino do 10c  cwt . . . 


Do San  Diego Refined  oil  . 

Do Los  .\ngcles do 

Do Pasadena do 

Do S»in  Bernartlino do 

Do Riverside Gawline 

Bakersfield San  Diegt) ,  Crude  oil . . . 


7.5c  cwt  . . 
7.5c  bbl  «. 

5c  cwt 

2«C  cwt . . . 
20c  cwt  . . . 
50.4C  bbl . . 


10c  bbl  .... 
53c  bbl. o... 
IOC  bbl.  + 
IOC  cwt. 
25c  cwt .... 

lOc  cwt 

12Ccwt.... 
25c  cwt  ... . 

25c  cwt 

92.7c  bbl... 


Do. 


Needles do  . 


$2.30J  ton . .    S8  ton  . . . . 


Do Ethanac do $;i.lOton. 

Do Fre.sno do 0. 75c  gal . 

I                                  1  ' 

Olinda RtMlondo do I  10c  bbl... 

Do Ix>s  Angeles do I  IOC  bbl... 


Do i  Slauson do  . 

Do Val  Verde do  . 

Do Inglcwood do. 

I 


Do Ferris... 

Los  Angeles Slauson . 

Do Nadeau  ] 

Do 
Do 


Do. 
Do. 

Do. 

Do. 
Do. 

IK>. 

Do. 


do. 

do. 

•ark do  . 

do do  . 

Venlemont do  . 


Devore do  . 

Redondo do  . 


SI  ton.... 
1  10c  cwt  .. 
I  IOC  bbl . . . 
I 

'  10c  cwt  .. 
I  50c  ton  . . 
I  50c  ton  . . 

$5  car  ... 
i  ri.<»0  ton. 
I  S2.*H)  t«)n. 

IOC  bbl... 


AllcRsandro do '  8c  cwt . 


Inglcwood do. 

I  Porphyry do. 

'  Val  Verde do  . 

I  San  Diego do  . 


I 


10c  bbl... 
$1.75  ton. 
lOC  J-wt  .. 
•2:.C  bbl . . . 


•I  ..- 


....  I do Refined  oil  ,  20c  cwt  . . 

(L.C.L.).  ' 

Do I  Santa  Monica  . . .    Refined  oil  .    5c  cwt . . . 

liOw  Nietos Slauwm Crudeoil...    50c  ton.. 

San  Diego F>condido Refined  oil  1  10c  cwt.. 

I  (C.  L.). 

Do do Refine<l  oil 

i  (L.C.  L.). 

E^icondido Oceanside «lo 5c  cwt . 

Oakdale Black  Oak Cnide  oil  ...    $3  ton  . 


?5.70  ton . 
0.9c  gal.. 


S1.50tonor 
,  7.5c  ewt.  I 
'  16JCbbI....| 

81.5()t<»n...| 
IJCcwt  .... 
7.5c  cwt.  or  ' 

24. 4C  bbl.  i 
13c  cwt  .... 

75c  ton j 

65c  ton 

♦k5cton 

f3.40ton...' 
83.60  ton...! 
5c  cwt.  or  I 

16iC  bbl.  , 
13c  cwt 

75c  ton I 

riton 

13c  cwt. ...I 
13c  cwt.  or 
43.1C  bbl. 
:j5ccwt .... 


Standard  Oil  Co. 
Do.  d 
Do. 

Do. 
Do. 
Do. 
Do. 
Do. 
Standard  Oil  Co.:  Asso- 
ciated Oil  Co.:  Spreck- 
els  IntercjitM. 
Murphy  Water,  Ice  and 
Light  Co.     (See  text.) 
Chase  Nursery  Co. 
Fresno   Consumers   Ice 
Co.  and  Central  Brick 
Co. 
Standard  Oil  Co.     (.See 

te.\t.) 
Sundard  Oil  Co.,  Brea 
Cafton  oil  Co. 

H.  Chandler. 
Brea  Cafton  Oil  Co. 

H.  Chandler. 

Pro<lucers  generally./ 

Union  f)il  Ccm 

Pacific  Electric  Rwy. 

I>K'al  consignee. 
Do. 

Union  oil  Co..  Standard 
Oil  Co. 

Asnhaltum  Oil  and  Re- 
tin  Iuk  Co. 

Union  Oil  Co. 

TaiT  &  McComb. 

H.  Chandler. 

Standard  Oil  Co. 

Do. 


10c  cwt....  Do. 

7.^c  ton Producers  generally,  c 

14c  cwt ....   Slandartl  Oil  Co. 


15c  cwt IMC  cwt I         Do. 


16c  cwt Do. 

f3.50ton...  Do. 


a  The  set-ret  ratios  from  Bakersfield  to  Keswick  and  to  Betteravia  above  shown  also  applied  from 
Coalinga. 

h  Equivalent  of  tariff  rate  of  0.252  cent  gal. 

<•  Equivalent  of  tariff  rate  of  10  cents  bbl.  plus  13  cents  cwt. 

dTarlff  rate  re<!uce<l  to  10  cents  cwt..  or  aljout  32^  cent**  bbl..  on  Dec.  H.  1904. 

'This  mte  <»f  7i  centM  p<«r  blil.  prece<!ed  by  a  spe<ial  rate  of  4  cents  jkt  cwt.  This  rate  of  7i  cent*, 
bafleil  on  bbl.  of  42  galls,  or  268.K  lbs.,  making  rate  e<|ulvalent  to  2.79  cents  per  hundred  against  tariff 
rate  of  10  cenp*  a  hundred. 

/These  rates  are  deviation  from  tariff,  but  not  really  «e<'ret. 
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CALIFORNIA  OIL  RATKS  AT  VARIANCE  WITH  TARIFF,  1901— Continued. 

San  Ptdio,  Lof  Angdtf<  aiul  Sail  Lake  Railroad. 


From—  To—  Commo<lity.    Secret  rale.    Tariff  rate.    Recipient  of  secret  rat*. 


Lf>s  Angeles Long  Beach :  Crn<lc(»il...  10c  bbl 5ecwta Union  Oil  Co. 

Do Alaniitos | do lOe  bbl 5^  cwt Uo. 

!)(» Cerrito.s do 10<r  bbl 5c  cwt :  Do. 

East  .San  Pedro. .    Riverside i do 82  ton 82  ton +10C  Do. 

1  bbl.  I 


Pacijic  OmM  Railway. 


Santa  .M  aria     Port  Harford  ....  I  Crude  oil . . .    7  to  10c  bbl. '  (See  text)  .  i  Union  Oil  Co. 
lield.  I  [ 

^      _     _       _      _i         _ I  I ^ 

«This  rate  equivalent  to  about  16'  cents  per  barrel. 

Note.— The  rates  above  shown  as  having  been  used  by  the  Standard  Oil  Com  pan  v  include  thoce 
obtained  by  the  Pacilic  Coast  Oil  Company,  (ieuerally  speaking  the  secret  rates  of  the  Standard  on 
crude  or  fuel  oil  were  on  shipments  of  the  Paeitic  Coast  Oil  Company. 

It  is  true  that  most  of  these  irregular  rates  are  of  an  intrastate  char- 
acter. This,  however,  does  not  atfect  their  discriminatory  nature.  To 
the  independent  oil  producer  of  California,  whose  market  is  largely 
within  the  border  of  that  State,  these  discriminations  are  quite  a.s 
viUil  as  if  they  applied  directly  between  interstate  points.  Moreover, 
as  will  later  appeal',  these  secret  intrastate  rates  were  in  some  instances 
directly  applied  on  interstate  traffic. 

It  is  proper  to  state  that  the  railroad  companies  admitted  the  exist- 
ence of  special  rates,  but  they  insisted  that  these  deviations  did  not 
constitute  discrimination,  and  the  list  of  instances  which  they  disclosed 
was  far  from  complete.  The  real  sjoniHcance  of  these  irreg-ularities 
was  discovered  only  after  ])ersisteiit  investigation. 

Some  of  the  secret  raters  oivon  in  the  above  ta))le  were  not  exten- 
sively used.  The  more*  important  of  them  are  discussed  below  in  some 
detail. 

III.     SECRET   RATES  AND   REBATES  OF  THE  SOUTHERN-  PACIFIC 

COMPANY. 

Section  9.  Rates  from  Bakersfield  to  various  points. 

Sk(;ijp:t  katks  to  Keswick.  —  Keswick  is  in  the  northern  part  of 
California.  (See  map. )  The  Southern  Paeitic  Company's  "V  tariff, 
already  explained,  (juoted  a  rate  on  crude  oil  from  Rakersfield  to  Kes- 
wick of  '1  cents  per  (gallon,  elective  September,  \W\,  On  June  1, 
ll»o2,  however,  tlie  Southern  l^U'itie  Company  made  a  special  nite  of 
1.4  cents  pi'i*  liallon.  Accordinti^  to  an  otliccM*  of  the  company  this  sik'- 
cial  rat(^  was  '^oiven  to  the  Mountain  Cop])er  Company,  at  Keswick, 
to  meet  the  c()m])(*tition  of  wood  as  fuel,  cut  on  the  mountains  near 
Keswick,  and  hence  is  api)li(able  on  all  oil,  no  matter  by  whom 
shipped,  to  Keswick." 

While  this  special  rate  may  hav(^  been  applicable  on  all  oil  shipj-Kxi 
to  K(\swick,  it  was  a  secret  rate,  known  only  to  a  few  parties,  amon^ 
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these  being  the  Pjicilie  Coast  (Standard)  Oil  Company.  The  hitter 
company  was  apparently  the  only  shipper  enjoying  this  rate.  The 
rebates  under  it  were  paid  for  some  time  to  the  Mountain  Copper 
Company;  they  amounted  in  ten  months  of  the  year  11)04  to  about 
^19.000.  The  Mountain  Copper  Company  was  then  buying  its  fuel  oil 
from  the  West  Shore  Oil  Company,  an  independent  concern  in  the  Kern 
River  tield.  The  West  Shore  Oil  Company  did  not  prepay  the  freight 
charges  on  its  shipments,  and  there  is  nothing  to  indicate  that  it  was 
ever  advised  by  the  Southern  Pacitic  Company  of  any  rate  lower  than 
2  cents  a  gallon  on  crude  oil  from  Bakersfield  to  Keswick.  The  way- 
billing  records  of  the  Southern  Pacific  at  Oil  City  (in  the  Kern  Kiver 
tield)  show  shipments  at  the  2-cent  rate,  freight  charges  collect,  by 
the  West  Shore  Oil  Company  to  the  Mountain  Copper  Company.  This 
is  in  accordance  with  the  Southern  Pacific's  avowed  policy  of  quoting 
special  rates  to  the  consumer,  keeping  the  shipper  in  ignorance  of 
them.  The  following  statement,  in  regard  to  special  rates,  from  an 
official  of  the  Southern  Pacific  Company  indicates  the  company's 
attitude: 

All  oil  companies  have  the  benefit  of  these  raten,  for  the  consuniers  are  quoted  a 
rate  an<i  they  buy  from  the  oil  company  who  will  give  them  the  best  price,  taking 
into  consideration  the  freight  rates  quoted  them. 

When  the  shipper  is  the  Standard  Oil  Company,  however,  this  policy 
appears  to  be  disregarded.  At  any  rate  the  (Pacitic  Coa.st)  SUindard 
Oil  Company  was  certainly  aware  of  the  1.4-cent  nite  from  Bakerstield 
to  Keswick,  for  it  obtained  rebates  based  upon  it  on  a  large  number 
of  shipments.  Furthermore,  claims  for  such  rebates  gave  as  their 
authority'  an  agreement  between  S.  H.  McC.  (S.  H.  McClintock,  of  the 
Pacitic  Coast  Oil  Company)  and  G.  W.  L.  (G.  W.  Luce,  general  freight 
agent  of  the  Southern  Pacitic  Company  at  San  Francisco),  of  Novem- 
ber U,  1902.  This  shows  that  the  Pacitic  Coast  (Standard)  Oil  Company 
was  informed  of  this  special  rate  only  a  few  months  after  it  was  put 
into  effect.  Diligent  inquiry  among  indei>endent  producers  at  Kern 
Kiver  and  an  extensive  examination  of  the  Southern  Pacitic  Com- 
pany's claim  tiles  failed  to  indicate  that  any  indej^endent  shipper  had 
used  this  secret  rate  or  been  informed  of  it  by  the  Southern  Pacitic 
Company. 

In  the  latter  part  of  1904  the  Mountain  Copper  Company  ceased  to 
buy  fuel  oil  from  the  West  Shore  Oil  Company  and  made  a  contract  with 
the  Standard  at  a  delivered  price.  Under  this  arrangement  the  rebate 
went  directly  to  the  Standard  interests.  It  is  true  that,  in  this  case  as 
in  the  case  of  numerous  other  secret  rebates  of  this  sort,  the  consumer 
benetited  indirectly  by  the  concession  in  getting  lower  prices  for  oil; 
but  obviously  this  is  no  defense  for  the  secret  rebate.  Again  and 
again  the  bid  prices  of  independent  crude-oil  producers,  Imsed  on  the 
full  tariff  rate  of  freight,  indicate  that  they  would  \\"8lN^  ww^^^Xiv^  ^ 
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favored  competitor  had  they  been  given  the  secret  rat^s  that  he 
obtained. 

As  a  matter  of  faet,  the  Standard  Oil  Company  appears  to  have  sup- 
plied most  of  its  Keswick  trade  in  fuel  oil  from  Richmond.  On  such 
jshipments,  as  shown  elsewhere,  it  obtained  a  secret  rate  even  more 
favorable  than  this  one  of  l.-i  cents  per  gallon  from  Bakersfield. 

Secret  rates  to  Redding,  Red  Bluff,  and  Middle  Creek. — The 
Southern  Pacific  subsequently  applied  this  rate  of  1.4:  cents  per  gallon 
to  certain  shipments  from  Bakersfield  to  Redding,  Red  Bluff,  and 
Middle  Creek.  These  points  are  all  in  the  vicinity  of  Keswick.  (See 
map  facing  p.  404.)  According  to  the  Southern  Pacific  Company  the 
rate  was  put  into  effect  on  June  19,  1905,  ''and  was  macTe  for  the  same 
reason  that  the  rate  was  made  to  Keswick;  that  is,  against  wotxl  cut 
in  the  mountains.''  The  tariff*  rate,  as  in  the  case  of  Ke.swick,  is  2 
cents  a  gallon. 

The  Southern  Pacific  Company  makes  no  pretense  of  having  informed 
independent  oil  producers  of  this  secret  rate.  That  such  independent 
producers  were  ignorant  of  it,  and  that  they  based  their  calculations 
upon  the  :2  cent  rate  in  endeavoring  to  secure  business  at  the  ]X)int< 
named,  is  clearly  indicated  by  the  following  statement  from  the  North- 
ern California  Power  Company,  which  owns  a  number  of  power, 
water,  and  gas  plants  at  Keswick,  Redding,  Red  Bluff,  and  other 
points  in  northern  California: 

Fuel  oil  is  used  by  the  Northern  California  Power  Company  in  the  manufa<'tun»  of 
illuniinatinir  gas  at  Re<l  lihiff  and  He<l<lin;;.  We  Ije^an  purrhasin^  criule  oil  of  xhv 
Dahncy  Oil  Company  in  May,  ItlO'J,  and  our  last  ]>unhaseof  that  eninj)any  was  inadf 
in  ^larch,  1905.  We  rt'asc«l  Imyin^' of  thtMu  lunause  we  had  at  times  eonsideraMt:- 
tro«i})J('  in  securing  prompt  delivi'rit'S,  and  ran  short  of  oil;  they  said  thoy  eouhl  not 
pet  the  cars.  We  arc  now,  and  have  heen  since  July  20.  liHio,  })urchasing  oil  of  tbt- 
Standard  Oil  Company  under  a  three-year  contract,  and  the  reason  that  we  niatU- 
that  contract  was  that  the  Stan<lard  Oil  Company  was  able  to  get  a  railroad  fn.»iirbt 
rate  that  nobody  else  could  get.  lietween  March,  1905,  and  July,  UK)5,  we  purebast^i 
some  oil  of  the  Maine  State  Oil  Company,  the  I'nion  Oil  Company,  an«l  the  As5i«>- 
ciate<l  Oil  Comi»any.  ()urol)ject  in  making  tliese  various  pun'hasi'S  was  to  aclnallv 
test  the  oil  furnished  })y  the  various  companit^s  with  an  i<lea  of  entering  into  a  con- 
tract for  a  term  of  years  covering  our  total  fuel-(ul  n^|uirenients.  We  found  the  oil 
patisfactory  in  every  case,  but  before  signing  a  contra<"t  with  any  of  tbei*e  <-oiii|>anie!= 
we  were  offered  oil  by  the  Standanl  Oil  Company  at  S4  cents  j)er  ])arrel,  delivenxi 
at  lied  I'luff  antl  Iveddini:.  The  other  ])rices  range«l  from  !*^1.05  to  $1.07}  j>t»r  liam-l. 
and  were  l)ase<l  on  a  frei^dit  rate  of  2  cents  |H'r  gallon  to  these  points. 

From  this  statement  it  aj)i)ears  that  in(iei)endent  eompanies  offered 
to  deliv(U'  oil  to  the  Northeiii  California  Tower  Company,  at  Koddinir. 
at  priecvs  ranoino-  fivnn  'Jl  cents  to  liHi  cents  a  barrel  above  the  price 
(juoted  ])v  the  Standard  Oil  Company.  Since  the  Standard  Oil  Com- 
pany on  shipm(Mits  fiom  Hakeislield  obtained  a  concession  of  Oj\  cent 
per  oallon.  or  "25. *J  cents  per  barnd  of  4*2  <»allons,  it  would  appear  that, 
if  all  shii)p(M*s  hjid  been  treated  alike  in  the  matter  of  freight  charges. 
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independent  producers  mij(ht  have  secured  this  contract.  A  repre- 
.sentative  of  the  Northern  California  Power  Company  said  that  the 
reason  he  knew  that  the  Standard  Oil  ("ompany  had  a  special  rate  into 
Redding  was  that  while  his  company  was  purchasing  oil  from  the 
Dabney  Oil  Company,  and  for  some  time  thereafter,  the  freight  rate 
on  crude  oil  was  2  cents  a  gallon,  or  84  cents  a  barrel,  plus  certain 
switching  charges,  whereas  he  learned  that  the  Standard  was  deliver- 
ing oil  to  the  Holt  &  Gregg  Company,  at  Anderson,  a  nearby  point, 
for  79  cents  per  barrel. 

On  taking?  this  matter  up  with  the  head  of  the  fuel-oil  department  of  the  Standard 
Oil  Company,  at  San  Francinco,  he  informed  us  that  they  were  able  to  make  such  a 
price  l)ecau8e  the  Southern  Pacific  Company  had  a  special  rate  in  at  that  point, 
namely,  1.4  cents  per  gallon,  for  fuel  or  crude  oil,  and  that  this  rate  ^Iso  applied  to 
Keswick.  On  taking  the  matter  up  with  the  railroad  company  to  see  if  they  would 
not  apply  this  rate  to  Redding  and  Red  Bluff,  they  practiciilly  denied  that  the  rate 
of  1.4  cents  i>er  gallon  to  the  i>oints  mentione<l  had  ever  l)een  published.  Subse- 
quently we  received  the  following  letter  stating  their  inability  to  apply  the  lower 
rate  to  Redding  or  Red  Bluff: 

General  Freight  Department,  Pacific  System, 

Stm  FraurisrOy  May  29^  1905. 
Northern  California  Power  Company, 

1504  }farket  Mreet,  City, 

Gentlemen:  Referring  to  reijuest  of  your  Mr.  Whaley,  this  is  to  say  that  2  cents 
per  gallon  is  the  lowest  rate  that  we  can  name  from  Bakersfield  to  Red  Bluff  or 
Re<lding  on  crude  fuel  oil,  in  tank  cars,  loaded  to  capacity. 

Yours  trulv,  G.  W.  l.rcE, 

S.  N.  B. 

Continuing,  this  representative  of  the  Northern  California  Power 
Company  said: 

Shortly  before  receiving  this  letter  we  were  offered  oil  at  84  cents  per  barrel  by 
the  Standard  Oil  Company,  delivere*!  at  Redding.  This  (|Uotation  was  subse<|uently 
reduced  to  79  cenb»  \}er  barrel,  and  it  was  explained  that  the  railroad  company  had 
lowered  the  rate  to  Redding  at  the  solicitation  of  the  Standard  Oil  Company.  We 
did  not  care  to  buy  at  84  cents,  hence  their  offer  at  79  cents  to  secure  our  business. 
At  this  time,  however,  the  rate  of  2  cents  a  gall«»n  to  Red  Bluff  was  maintained  by 
the  railn^d  company.  When  we  took  up  the  matter  of  making  a  c(>ntract  with  the 
Standard  Oil  Company,  they  wanted  the  contnict  to  read  79  cents  per  barrt»l  f.  o.  b. 
Redding  and  $1.()5  per  barrel  f.  o.  b.  Re<l  Bluff.  I  refused  to  enter  into  any  contract 
at  all  at  these  figures,  and  after  considerable  talk  offered  to  make  a  three-year  con- 
tract for  fuel  oil,  delivertnl  at  Redding  and  Red  Bluff,  at  8()  cents  i)er  barrel,  and  told 
them  that  if  they  wanted  the  business  it  was  up  to  them  to  get  the  rate  to  Red  Bluff 
re<luced. 

On  July  19,  1905,  we  contracttvl  with  the  Stan<lard  Oil  Company  for  a  perio<l  of 
thirty-six  months,  from  July  20,  1905,  to  July  20,  1908,  for  fuel  oil  reipiired  by  our 
gas-making  pro|)erties  at  Re<lding  and  Re<l  Bluff,  the  said  oil  to  Ix*  of  gravity  af  not 
less  than  14°  Baume  and  deliveries  not  to  exceinl  2,000  Imrrels  pt*r  month,  the 
delivered  price  f.  o.  b.  cars  Rtnlding  and  Re<l  Bluff  to  l)e  80  cents  jrt  barrel  of  42 
gallons. 

As  in  the  case  of  shipments  of  the  Standard  Oil  Company  to  Kes- 
wick, most  of  the  oil  delivered  to  the  Northern  California  Power  Com- 
pany was  shipi)ed  from  Richmond  instead  of  ivovw  >i«>R.vi\^^<^\. 
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The  discrimination  of  the  Southern  Pacific  Company  against  the 
independent  .shipper  is  thus  convincingly  illustrated,  and  it  is  of  inter- 
est to  note  that  in  this  instance  the  Southern  Pacific,  conti-ary  to  its 
avowed  policy,  did  not  directly  allow  the  consumer  the  secret  rate, 
although  it  is  true  that  the  consumer  obtained  the  advantage  of  it 
indirectly. 

These  stjitements  and  the  letter  afford  a  very  lucid  illustration  of 
one  condition  which  has  contributed  to  the  growth  of  the  Standard 
Oil  Company's  control  of  the  oil  market  in  California  and  to  the  cor- 
responding loss  of  influence  on  the  part  of  the  independent  shippers. 

Secret  rates  to   Anderson  and  Lamoixe.  —  A  special    rate  of 

1.4  cents  per  gallon  on  crude  oil  from  Bakersfield  to  Anderson  wa<. 
according  to  the  Southern  Pacific  Company,  quoted  to  the  Anderson 
Brick  Yard,  effective  June  1,  1902.  Conditions  at  Anderson,  it  was 
said,  were  similar  to  those  existing  at  Keswick,  and  it  was  decided  to 
apply  no  higher  rate  to  Anderson  than  to  Keswick. 

Lamoine  is  in  the  northern  part  of  California  not  far  from  Keswick, 
to  which  latter  place,  as  already  shown,  a  special  rate  of  1.4  cents  per 
gallon  was  allowed  by  the  Southern  Pacific  in  place  of  the  tariff  rate  of 
2  cents  per  gallon.     The  tariff  rate  from  Bakersfield  to  Lamoine  was 

2.5  cents  per  gallon.  Against  this  rate  the  Southern  Pacific  Company 
put  in  a  special  rate  of  1.2  cents  per  gallon.  According  to  the  South- 
ern Pacific  Company,  this  was  effective  on  October  5,  1904,  and  '"'wai» 
quoted  to  the  Lamoine  Lumber  and  Trading  Company,  and  made  to 
meet  competition  of  wood  as  fuel  cut  in  the  mountains  near  Lamoine. 
This  rate  to  be  a])plied  to  Lamoine  on  all  shipments,  no  matter  hy 
whom  shipped." 

This  secret  rate,  like  that  to  Keswick,  wliile  ostensibly  applicable  t'> 
all  oil  shipped  to  the  consignee,  was  not  known  to  shippers  generally. 
The  Standard  Oil  Company  admits  that  it  was  aware  of  this  special 
rate  to  Lamoine,  but  states  that  it  made  no  shipments  to  that  point. 

Skcket  uatk  to  Flokiston. — The  tariff  rate  on  crude  oil  from 
BakersticOd  to  Floriston  in  r.»()4  was  '2  cents  per  gallon,  this  beinj: 
(juoted  in  the  Southern  Pacitic's  ••  V"  taritl  as  effective  December  "2*^, 
UHil.  The  special  iat(^  of  U  cents  per  gallon,  noted  in  the  table 
(page  lo4).  was,  according  to  the  Southern  l^acific  Ccmipany,  made 
effective  on  December  ol.  Il»i>l,  and  was  "' (juoted  to  the  Floriston 
Pulp  and  Paper  Company,  and  was  made  to  meet  the  competition  of 
the  wood  cut  in  the  mountains,  this  rate  to  l)e  applied  to  Floriston  on 
all  shii)m(Mit<,  no  matter  by  whom  ship])ed.  *' 

The  b(»netit  of  this  rate  accrued  to  the  Floriston  Pulp  and  Paper 
Company.  Shipments  of  oil  to  that  concern  from  Bakersfield  were 
billed  with  the  freight  charges  "' collect."  The  claim  records  of  the 
Sonthern  Pacific  indicated  that  the  rebate  to  this  company-  amounted 
to  n}Hmt  #i),0<M)  per  year. 
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Secret  rate  to  Boca. — Itoca  is  in  the  vicinity  of  Floriston.  The 
taritf  rate  of  the  Southern  Paeitic  Company  on  crude  oil  from  Bakers- 
Held  to  Boca  in  liK)4  was  2  cents  per  gallon.  A  special  rate  of  H 
cents  per  j;!:idlon  was  put  into  effect  by  the  Southern  Pacific  Company 
on  May  17,  1904,  ''to  meet  the  competition  of  wood  cut  in  the  vicinity 
of  Boca,  same  as  at  Floriston.''  The  Associated  Oil  Company  received 
the  benefit  of  this  special  rate.  This  was  shown  by  the  records  of  the 
Southern  Pacific  Company,  although  the  claim  register  of  the  Asso- 
ciated Oil  Companv  contained  no  reference  to  it.  (Claims  of  the  Asso- 
ciated Oil  Company  filed  in  order  to  obtain  the  benefit  of  this  secret 
rate  had  no  number.  It  therefore  appears  that  the  claim  record  of 
the  Associated  Oil  Compan\%  as  submitted  to  agents  of  the  Bureau,  is 
not  complete.  Officers  of  the  Associated  Oil  Company  contended  that 
they  knew  of  no  reason  why  claims  for  this  Boca  rate  should  not  have 
been  included  in  the  register,  and  they  stated  that  the  only  claims  of 
the  Associated  Oil  Company  not  recorded  in  its  register  were  those  on 
shipments  from  Bakersfield  to  Boca  and  from  Bakersfield  to  Spreckels. 
The  claims  filed  on  shipments  to  the  latter  point  are  discussed  elsewhere. 

Secret  Rate  to  Chico. — The  taritf  rate  on  crude  oil  from  Bakers- 
field to  Chico  in  1904  was  li  cents  per  gallon,  this  being  quoted  in  the 
Southern  Pacific  Company's  '-Y''  taritf  as  effective  May  7,  1902. 
Against  this  tariff  rate  the  Southern  Pacific  Company  issued  a  special 
i-ate  of  1.2  cents  per  gallon,  effective  July  28,  1904,  to  the  Chico  (jas 
and  Power  Company  and  the  Diamond  Match  Company  "'as  against 
the  low  price  of  wood  cut  in  that  vicinity."  Chico  is  in  the  northern 
part  of  the  State,  not  far  from  Sacramento. 

The  consignee  obtained  the  rebate  under  this  secret  rate. 

Secret  rate  to  Oxnard. — According  to  the  '^-Y"  tariff  of  the 
Southern  Pacific  Company,  a  mte  of  1.2()  cents  a  gallon  on  crude  oil, 
Bakersfield  to  Oxnard,  went  into  effect  on  October  25,  1902.  Oxnard 
is  near  the  coast  not  far  north  of  I^os  Angeles.  On  February  1,  1908, 
the  Southern  Pacific  Company  put  into  effect  a  spiH'ial  rate  of  9  mills 
per  gallon.  According  to  a  representative  of  the  company,  ''this  rate 
was  given  to  the  American  Beet  Sugar  Company  to  offset  the  al)ility 
of  that  concern  to  secure  oil  from  Ventura  division  points  by  water  to 
Hueneme  and  thence  by  tank  wagon  to  factory.  This  rate  to  be 
applied  to  Oxnard  on  all  shipments,  no  matter  by  whom  shipped." 
The  American  Beet  Sugar  Company  had  the  Ix^nefit  of  this  rate.  Ship- 
ments were  heavy,  and  the  rebate  paid  to  the  American  Beet  Sugar 
Company  during  ten  months  of  1904  amounted  to  ♦15,275. 

The  statement  that  the  special  rate  was  ^'to  l)e  applied  on  all  ship- 
ments," it  should  again  be  noted,  does  not  mean  that  it  was  operj  to 
all  shippers.  On  the  contrary,  it  was  apparently  enjoyed  only  by  the 
consignee.  The  American  I^et  Sugar  Comjmny  has  l>ought  oil  of 
various  producers  at  different  times.     The  Associated  0\V  <^vya\\».vv^ 
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in  Febniar}^,  1903,  made  a  contract  to  deliver  oil  to  the  American  Beet 
Sugar  Company',  but  there  is  nothing  to  indicate  that  it  shared  in  the 
benefit  of  this  secret  rate,  as  its  contract  price  was  made  f.  o.  b.  cars* 
in  the  Kern  River  field. 

It  is  certain  that  miscellaneous  shippers  in  the  Kern  River  field  were 
not  advised  of  this  special  rate.  The  rate  memoranda  of  sev^eral  inde- 
pendent producers  in  the  Kern  River  field  all  showed  1.26  cents  per 
gallon  as  the  rate  from  Bakersfield  to  Oxnard,  and  diligent  inquiry 
among  such  producers  failed  to  disclose  a  knowledge  on  the  part  of 
any  of  these  of  a  lower  rate.  In  fact,  one  producer  asked  for  a  quo- 
tation on  crude  oil  from  Bakersfield  to  Oxnard  while  agents  of  the 
Bureau  were  in  Bakersfield,  and  was  given  a  quotation  of  1.26  cents, 
the  full  taritt*  rate. 

A  representative  of  the  American  Beet  Sugar  Company  said  that 
that  concern  had  never  considered  the  advisability  of  transporting  oil 
by  tank  wagon  from  Hueneme,  but  said  that  it  was  now  nog-otiating 
for  the  construction  of  a  pipe  line  from  Hueneme  to  obtain  oil  after 
the  present  contract  expires,  October,  11)07. 

While  the  benefit  of  this  special  rate  went  to  the  consignee,  one 
ettect  of  it  was  to  divert  business  from  independent  oil  producers  in 
southern  fields,  who  had  formerly  sold  to  the  American  Beet  Sugar 
Company,  and  who,  under  an  equitable  and  open- arrang-ement  of 
rates,  woukl  naturally  have  held  the  business. 

Secret  rate  to  B?:tteravia. — The  tariff  mte  on  crude  oil  from 
Bakersfield  to  Betteravia  in  1904  was  2  cents  per  gallon,  tliis  being 
quoted  in  the  Southern  Pacific  Company's  ''Y  "  tariff  as eflectiveflune  It*. 
J 902.  The  Southern  Pacific  Comi)any.  however,  put  into  effect  on 
April  11,  19o:>,  a  special  rate  of  1.2  cents  per  gallon.  According  to 
the  company  this  rate  was  'N|U()ted  to  the  Cnion  Sugar  Company  to 
meet  com])etition  of  oil  wells  adjacent  to  Betteravia  which  intended 
to  pipe  to  that  point  and  now  have  the  pipe  lines  constructed.  Thi> 
rate  to  he  a])i)lied  to  Bc^tteravia  on  all  shi])ments,  no  matter  by  whom 
shipped." 

The  Tnion  Sugar  Company  obtained  the  benefit  of  this  rate,  and  the 
rebate  paid  to  that  com])any  amounted  to  about  S3,400  in  eleven 
months  of  1904. 

Sechkt  hate  to  Si*RE(  kels.—  Sprcckels  is  about  125  miles  south  of 
San  Francisco  and  not  far  from  the  Bay  of  Santa  Cruz.  The  tnritf  rate 
on  crude  oil  from  Hakcrsfidd  to  Sj)reckels  in  1904  was  1.2  cents  per 
gallon  or  50.4  cents  per  l)arrel.  In  January,  1904.  the  Southern  iWific 
Company  put  into  etlVct  a  spcn-ial  rate  of  1  cent  per  gallon,  or  42  cent^ 
per  barrel.  This  rate,  according  to  the  Southern  Pacific  C\)nipany. 
'•was  (juotcd  Sprcckels  Sugar  Com])any  as  against  a  rate  that  could  l>e 
sccunul  via  Moss  Landing.  The  rate  applies  on  all  shipments/'  As 
n  nmtUn'  of  fact,  the  Associated  Oil  Company  used  this  secret  i-ate,  and 
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its  existence  was  discovered  only  after  careful  investigation.  The 
claim  records  of  the  Associated  Oil  Cbmpany  contained  no  reference 
to  rebates  on  shipments  to  Spreckels,  but  in  the  tiles  of  receipted 
freight  bills  it  was  found  that  instead  of  the  original  bills  for  ship- 
ments to  Spreckels  there  were  only  copies.  This  suggested  that  the 
originals  had  been  withdrawn  for  the  purpose  of  securing  a  rebate, 
and  an  investigation  of  the  records  of  the  Southern  Pacitic  Company 
proved  that  this  surmise  wtis  correct,  and  that  adjustment  had  been 
made  to  the  basis  of  1  cent  per  gallon.  The  rebate  therefore  was 
equivalent  to  8.4  cents  per  barrel.  Shipments  of  the  Associated  Oil 
Company  to  Spreckels  were  heavy.  In  February,  1905,  they  avcnaged 
about  three  cars  a  day.  These  were  large  cars  of  about  225  barrels 
capacity.  On  this  basis  the  rebate  per  car  would  amount  to  about  §19, 
which  would  be  equivalent  to  approximately  l?l,700  per  month  in  the 
active  sugar  season. 

Secret  rate  to  Salton.  — Salton  is  in  the  southeastern  part  of  the 
State.  The  tariff  rate  on  crude  oil  from  Bakersfield  to  Salton  for 
some  time  prior  to  1906  was  $7  per  ton.  On  October  1,  1902,  the 
Southern  Pacitic  Company  put  into  effect  a  secret  rate  of  $5  per 
ton.  According  to  the  company  this  rate,  as  well  as  a  special  rate 
from  Los  Angeles  to  Salton,  ''was  quoted  to  the  New  Liverpool  Salt 
Company  to  assist  them  in  the  manufacture  of  salt,  out  of  which  rev- 
enue would  be  secured  by  the  Southern  Pacific;  these  rates  to  be 
applied  from  Bakersfield  and  Los  Angeles  to  Salton  on  all  shipments, 
no  matter  by  whom  shipped.''  This  rate,  while  ostensibly  quoted 
only  to  the  consignee,  was  also  used  by  the  Standard  Oil  Company. 
This  was  shown  by  an  examination  of  the  claim  records  of  that  com- 
pany. When  the  Union  Oil  Companj-,  however,  asked  the  local  agent 
of  the  Southern  Pacitic  Company  for  rates  to  Salton  it  was  quoted  the 
full  tariff  rates.  This  was  shown  by  a  memorandum  found  in  the  tiles 
of  the  Tnion  Oil  Company  and  dated  October  10,  1902,  or  ten  days 
after  the  secret  rates  were  authorized.  The  discrimination  in  this  case 
is  further  brought  out  in  a  discussion  of  the  mte  from  Ijos  Angeles  to 
Salton  (p.  419). 

The  Standard  Oil  C<mipany  claimed  that  its  shipments  to  Salton  on 
which  the  refund  was  obtained  were  small.  This  was  borne  out  by 
the  claim  records  for  the  period  covered  by  the  examination. 

From  the  above  it  appears  that  although  the  rate  was  ost4msibly 
quoted  to  the  consignee,  it  was  given  to  the  shipper  when  the  shipper 
was  the  Standard  Oil  Company,  but  refused  the  shipper  when  the 
shipper  was  the  Union  Oil  Company. 

Section  10.  Bates  from  Eichmond. 

Skcret  rate  to  Keswick. — Aside  from  the  sjx»cial  nite  of  1.4  vvnts 
per  gallon  from  Bakerstield  to  Keswick,  the  Standard  Oil  iutvj^v<^>vV^ 
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were  ^iven  a  secret  rate  of  46  cents  per  barrel  from  Kiclimond  to 
Keswick.  This  arrangement  allowed  the  Standard  Oil  Company  to 
use  its  pipe  line  from  the  fields  into  Richmond  (near  San  Francisi'o). 
where  its  refinery  and  receiving  tanks  are  located,  and  then  to  take 
advantage  of  this  low  rate  from  that  point,  and  also  to  dispose  of  the 
residuum  of  its  refinery.  The  method  employed  by  the  Southern 
Pacitic  Company  in  arriving  at  this  46-cent  rate  was  extremely  irregu- 
lar. The  tariff  rate  from  Richmond  to  Keswick  was  2  cents  per  gallon. 
This  2-cent  rate  would  be  equivalent  to  84  cents  per  barrel.  The 
Southern  Pacific  Company  made  up  the  special  rate  of  46  cents  per 
barrel  by  use  of  the  following  peculiar  combination,  which  is  illustrated 
by  the  accompanving  map. 


Rate  from— 


Bakersfield  to  Keswick  (a  secret  rate). 
BakersfieUl  to  Marysville 


A  difference  of 

Richmond  to  Marysville 

Making  through  rate,  Richmond  to  Keswick. 


Per 
gaUon. 


Cents. 

Ow/#. 

1.4 

J*,$ 

.9 

S7.? 

.5 

21 

.595 

2S 

•l 


1.095 


Per 
barrvl. 


^ 


Bv  this  means  it  will  be  seen  that  the  Pacific  Coast  Oil  Company 
obtained  a  rate  only  a  little  more  than  half  the  published  tariff  charge. 
Th(*  Southern  Pacific  in  this  case  allowed  the  Pacific  Coast  Oil  Com- 
pany the  benefit  of  what  is  practically  a  proportion  of  a  through  rate 
for  the  distance  from  Marysville  to  Keswick,  and  combined  this  pro- 
portion with  the  local  rate  from  Richmond  to  Marysville.  It  shouKi 
be  noticed  that  in  this  combination  the  Southern  Pacific  used  the  spe- 
cial rate  of  1.4  cents  from  Bakersfield  to  Keswick  instead  of  the  taritf 
rate  of  2  cents  per  gallon. 

The  discrimination  in  this  rate  is  clearly  brought  out  by  the  fad 
that  the  taritf  rate  from  Oleum  (near  Richmond),  where  the  plant  of 
the  Union  Oil  Company  is  located,  is  2  cents  per  gallon.  In  other 
words,  the  rate  to  Keswick  (juoted  the  various  refining  eoni|)anies 
around  San  Francisco  Bay.  other  than  the  Pacific  Coast  Oil  Com- 
pany and  the  Standard  Oil  Company,  was  2  cents  per  gallon.  The 
Standard  companies  are  the  only  shippers  of  oil  from  Richmond.  No 
evidence  was  found  that  any  independent  shipper  at  any  point  had 
been  allowed  a  special  rate  to  Keswick. 

The  volume  of  l)usiness  moved  under  this  Richmond-Keswick  rate 
was  hinivy.  On  three  claims  alone  of  the  Pacific  Coast  Oil  Com{>any 
^:i.  17T.4.S  was  refunded,  this  amount  covering  39  cars,  as  follows: 
CMaiin  A-l^44,  IT)  cars,  >^s:w.HS:  claim  A-l>45,  14  cars,  1^788.35:  claim 
A-'J.')4, 10  cars.  i?r>r)r).7r>;  total,  3i»  cars,  ^2,177.48.  The  average  reUite 
por  car  was  therefore  about  ^otJ. 


MAP  ILLUSTRATING  COMBINATION  OF  OIL  RATES  FROM  RICHMOND  VIA 
MARYSVILLE.  CAL. 
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Secret  rates  to  Redding  and  Red  Bluff. — AsprevioushMioted, 
the  btaiidard  Oil  Company  placed  a  contract  with  the  Northern  Cali- 
fornia Power  Company  to  deliver  fuel  oil  to  the  plants  of  that  concern 
at  Redding  and  Red  Bluff,  in  the  northern  part  of  California,  and  sup- 
plied most  of  this  oil  from  Richmond.  On  such  shipments  the  Stand- 
ard also  obtained  a  net  rate  of  1.095  cents  per  gallon,  or  40  cent^ 
per  harrel.  The  arrangen)ent  was,  therefore,  the  same  as  in  the  case 
of  shipments  to  Keswick,  just  described,  with  the  exception  that  the 
Southern  Pacific  in  11M)4  quoted  a  nite  in  its  '•'Y''  tariff  from  Rich- 
mond to  Redding  of  1.695  cents  per  gallon,  or  about  71  cents  per  bar- 
rel, and  a  rate  to  Red  Bluff  of  1.428  cents  per  gallon,  or  60  cents  per 
barrel.  It  will  be  seen,  therefore,  that  the  deviation  from  the  tariff 
rate  in  these  cases  was  less  than  in  the  case  of  the  secret  rate  to 
Keswick. 

Secret  rate  to  Middle  Creek. — Middle  Creek  is  in  the  imme- 
diate vicinity  of  Keswick  and  takes  the  same  tariff  rate  as  Keswick, 
Ijoth  from  Richmond  and  from  Bakerstield.  A  secret  rate  of  46  cents 
per  barrel  was  given  the  Standard  Oil  Company  on  shipments  to  Middle 
Creek.  The  arrangement  being  exactly  the  same  as  in  the  case  of  the 
Kesw  ick  rate,  no  further  discussion  is  needed. 

Secret  rates  to  Durham,  Chico,  and  Barnards. — Claim  records 
of  the  Pacific  Coast  Oil  Company  showed  that  similar  concessions  from 
the  tariff  rate  had  been  made  on  shipments  of  fuel  oil  from  Richmond 
to  Durham,  Middle  Creek,  Chico,  and  Barnards,  in  the  manner 
described  below^: 

(1)  RICHMOND  TO  DURHAM. 


Rate  from- 


Bakersflc'ld  to  Durham 

Bakcmfleld  to  MaryHville 

Difference 

Richmond  to  Marygville 

Making  the  rate,  Richmond  to  Durham. 


'       Per      , 
gallon. 

Per 
barrel. 

1.5 

63 

.9      1 

37.8 

.6 

25.2 

.f»96 

25 

1.195 

50.2 

The  actual  rate,  after  the  rebate,  was  50.2  cents  per  barrel. 

The  Southern  Pacific  Company's  tariff  did  not  quote  a  rate  from 
Richmond  to  Durham  specifically  but  as  Durham  is  intermediate  with 
Redding  it  should  have  taken  the  tariff  rate  to  that  point  of  1.695  cents 
per  gallon,  or  about  71  cents  pe    barrel. 

(2)  RICHMOND  TO  CHICO. 

The  "Y"  tariff  of  the  Southern  Pacific  Company  in  1904  quoted  a 
rate  on  crude  oil  of  1.07  cents  per  gallon,  or  nearly  45  cent^  per  bar- 
rel, from  Richmond  to  Chico.     Instead  of  using  this  taxvSL  x^Vfe  ^^ 
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Southern  Pacific  Company  has,  by  a  rebate  under  a  claim,  *'' protected'* 
for  the  Pacific  Coast  (Standard)  Oil  Company  a  rate  of  0.895  cent  per, 
gallon,  arrived  at  in  the  following  manner: 


BakersiHcId  to  Chico 

Bakersfield  to  Marysvllle 

Difference 

Richmond  to  Marysville 

ThuH  making  the  rate.  Richmond  to  Chico |  .WI6  37.6 


Centif.     ; 

t^mtf. 

1.2 

m.* 

.9 

S7.f» 

.3 

r2.6 

.o95 

2> 

It  will  thu8  be  seen  that  a  concession  of  0.175  cent  per  gallon,  or  7.35 
cents  per  barrel,  was  effected  from  the  tariff  rate  of  1.07  cents  per 
gallon  from  Richmond  to  Chico.  This  tariff  rate,  it  may  be  observed, 
was  already  a  low  rate  as  compared  with  those  to  other  points  in  the 
immediate  vicinity.  It  should  be  noted  further  that  the  concession  to 
0.895  cent  per  gallon  was  accomplished  by  using  the  special  rate  of  1.2 
cent^  from  Bakersfield  to  Chico  in  the  above  combination  instead  of 
the  tariff  rate  of  1.5  cents. 

The  tariff  rate  on  crude  oil  from  Richmond  to  Barnards  in  1904  was 
2.5  cents  per  gallon.  The  Standard  Oil  Company  obtained  a  secret 
rate  of  2.195  cents  per  gallon  in  the  following  manner: 


(3)  RICHMOND  TO  BARNARDS. 


I 'or  Per 

gallon.       Imrrvl. 


1         2.5 

«i  0-. 

'            .9 

.3> 

l.f*       1 

.f^l 

.W' 

.2^ 

Bttkcr>rK'l<l  lo  Buriianls 

Bakfrsficld  to  Mnrysvillc 

DilTcn'iKM.  

Rit'hinon.l  t«»  Murysvillc 

Making  the  throUKli  rate,  HiclmioiHl  to  Harnnrds 2. 195  .jCJ 

Skckkt  rati:  to  Lvotii.  -The  open  rate  on  crude  oil  from  Rich- 
mond to  Lyotli  in  ltM)4  was  'is  eents  per  barrel.  The  Southern  Pacitie 
Company,  howc^ver,  allowed  the  Standard  Oil  Company  a  spooiul  mte 
of  15  cents  per  harri^i.  niid(M-  an  a<^reeinent  ])etween  Mr.  S.  II.  McClin- 
toek  and  Mr.  (i.  \V.  Luce,  which,  aeeordin<r  to  elaim  records,  was  made 
on  July  2,  ll>o4.  Shipments  at  thi>  special  rate  were  fairly  beavv. 
Claim  A-H7)^>,  of  the  Pacific  Coast  Oil  Company,  was  for  a  refund  (»f 
^iii.'JT  under  this  rate,  and  claim  374  for  a  refund  of  ^P.»7.22.  In 
DecemlxM',  llHii.  shi{)mcnts  from  Richmond  to  Lyoth  averaged  about 
I  car  per  day.  on  wliicli  tin*  rei)at(*  was  about  S*2S.50  ])er  car. 

Hatk  to  (iKiDi.KY. — The  taritl  rat(^  on  I'uel  oil  from  Kichuiond  to 
(rridlrv  in    1904  was  l.V.^')  cvnUs  \wv  vcallon;  but  the  rate  from  Rich- 
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niond  to  Marysville  of  0.595  cent  per  gallon,  plus  the  tifth-class  mte 
from  Marysville  to  Gridley  of  $1.40  per  ton,  or  0.5425  cent  per  gal- 
lon, gives  a  through  mte  of  1.1375  cents  per  gallon,  and  a  claim  of  the 
Pacitic  Coast  Oil  Company  was  settled  on  this  basis.  The  principal 
objection  to  be  advanced  against  this  practice  is  that  the  lowest  rate 
should  be  published  in  a  form  readily  intelligible  to  shippers.  In  this 
connection  it  may  be  noted  that  the  Southern  Pacific  Compan}'  in  Janu- 
ary, IIM)^),  published  a  nite  of  1, 138  cents  per  gallon  (which  is  pmctically 
the  above  combination)  in  its  ''  Y''  tariff. 

This  adjustment  is  entirely  different  from  those  employed  in  settling 
claims  on  shipments  from  Richmond  to  Keswick,  Durham,  Chico,  and 
Barnards,  just  described,  si  ce  in  those  cases  the  rate  from  Marysville 
to  destination  was  not  obtained  from  tariff,  but  from  an  improper 
manipulation  of  a  through  rate,  by  which  a  rate  much  less  than  the 
local  from  Marysville  to  destination  was  obtained,  and  in  several 
instances  a  secret  rate  was  used  as  the  basis  of  such  combinations. 

Secret  kate  to  Marysville  ox  refined  oil. — The  tariff  rate  on 
refined  oil  from  Richmond  to  Mar3\sville  in  1904  was  21  cents  per 
hundred  pounds.  The  Uiriff  rate  from  San  Francisco  to  Marysville  was 
17i  cents.  The  claim  records  of  the  Southern  Pacific  show  that  on 
various  shipments  by  the  Standard  Oil  Compan}'  the  17i-cent  rate  had 
lx>en  made  to  apply  from  Richmond,  thus  placing  it  on  the  same  basis 
as  San  Francisco. 

According  to  the  Southern  Pacific  this  rate  was  ''protected"  pend- 
ing publication  of  a  tariff,  Richmond  being  a  new  ix)int.  In  reply  to 
this  it  may  be  noted  that  the  refinery  at  Richmond  had  been  operated 
for  a  considerable  period.  In  view  of  the  very  general  complaint  of 
independent  refiners  on  San  Francisco  Bay  that  they  are  not  given  San 
Francisco  rates,  this  concession  to  the  Standard  Oil  Company  was 
undoubtedly  an  unfair  discrimination.  In  May,  11H)5,  this  rate  of  17^ 
cents  was  entered  in  the  Southern  Pacific  Company's  -*  V  tariff. 

Secret  rate  to  Sa\  Jose  on  refined  oil.— The  Southern 
Pacific  Compan}' 's  claim  records  show  that  it  had  allowed  a  special 
rate  of  i\  cents  per  hundredweight,  or  $1.20  per  ton,  on  refined  oil 
from  Richmond  to  San  Jose,  whereas  the  tariff  rate  in  1904  was  ^1.50 
per  ton.  The  Southern  Pacific's  explanation  of  this  concession  was  as 
follows: 

This  rate  was  protected  pending  tiie  publication  of  the  tariff.  It  was  put  in  at  the 
time  that  Richmond  wain  given  new  rate?,  in  onler  to  meet  conditions  in  and  alxiut 
San  Francisco  Bay  and  adjai'ent  waters.  Richmond  uas  place<i  on  as  favorable  a 
footing  as  San  Francitico  in  regard  to  ixjints  in  com|)etition  with  water. 

The  discrimination  in  this  case  is  clearly  brought  out  by  com|>iiri- 
son  with  rates  charged  other  refining  companies  on  San  Francisco 
Bay.     Thus  the  rate  from  Stockyards,   where  the  Capitol  Refining 
28489—06 27 
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Company  is  located,  to  San  Joso,  was,  until  recently,  10  centis  per 
hundred  pounds,  or  $2  per  ton,  although  the  distance  is  only  45 
miles  as  against  55  miles  from  Richmond.  The  rate  charged  from 
Stockyards  to  San  Francisco  was  4  cents  per  hundred  pounds  and  from 
San  Francisco  to  San  Jose  i^  cents.  In  shipping  to  8an  Jose  the  oil 
moved  direct  from  Stock3^ards  without  going  to  San  Francisco,  and 
the  Capitol  Refining  Company  urged  that  they  should  have  a  lower 
rate  to  San  Jose  for  this  reason:  hut  for  a  long  time  the  Southern 
Pacific  Company  declined  to  make  any  concession  from  the  10-(»ent 
rate.  They  finally  did  so,  but  this  was  only  after  the  Capitol  Retining 
Company  had  threatened  to  get  its  oil  into  San  Jose  by  water.  (See 
p.  456.) 

The  Standard  Oil  Company  therefore  not  only  had  an  advantage  in 
the  open  rate  over  competitors  in  the  immediate  vicinity  of  Kichmond. 
but  obtained  further  advantage  by  means  of  rebate. 

In  May,  1905,  or  after  the  investigation  of  the  Bureau  was  com- 
menced, the  Southern  Pacific  Company  quoted  a  rat^  of  6  cents  per 
hundred  to  San  Jose  from  both  Richmond  and  Stockyards  in  its  "^Y" 
tariff. 

Section  11.  Rates  from  Coalinga. 

Secrkt  rat?:s  to  Keswick  and  other  points. — The  secret  rates 
of  the  Southern  Pacific  Company  on  crude  oil  from  Bakersfield  to 
Keswick,  and  to  several  other  northern  California  points  already 
(liscussecl.  were  also  made  applicable  on  shipments  by  the  .same  shijv 
pers  and  to  the  same  consignees  fi-om  the  Coalinga  lield.  As  the  tariff 
rates  were  the  sjiine  as  from  Hakerstieki,  no  further  discussion  of  these 
rates  is  n(HMie(l. 

Skcuet  KATE  TO  V'lSAMA. — The  tarit!"  rate  on  crude  oil  from  Coal- 
inga to  Visalia  in  the  early  ])art  of  19(C>  was  U  mills  per  gallon,  Visjilia 
being  intermediate  with  PortcM-ville.  In  the  spring  of  1905  the  Consol- 
idated Heat.  Light,  and  Povvei*  Company  of  Visalia  entered  into  a  con- 
tract with  th(»  Tnion  Oil  C<nnj)any  for  oil  delivered  f.  o.  b.  cars  Coalinga. 
Before  executing  this  contract  the  power  company  reijuestecl  a  i*ed ac- 
tion in  the  rate  fioni  Coalinga  to  Visalia.  and  succeeded  in  ol)taininga 
rate  of  0  mills.  Visjilia  is  ♦IT  \u\\vs  from  Coalingji.  and  the  r>-inill  ratf. 
MS  comparcMl  with  the  9-inill  rate  into  San  Francisco,  would  ap[.>ear 
reasonable  if  the  Southern  Pacitic  Company  only  treated  all  sbipptT> 
alike.  Hut  the  Sojithern  Pacitic  Com])any  has  made  a  blanket  nite  of 
!♦  mills  per  gallon  to  ni^arly  all  points  )>etw(M'n  Hakerslield  and  Snn 
Francisco,  regardless  of  distjinci^:  and  this  shading  of  the  rate  from 
Coalinga  to  \'isalia,  contrasting  thus  with  the  established  |x>licv  of  tho 
road,  can  be  considered  as  notliing  less  than  a  discrimiinition.  Thi> 
discrimination  i<  fui'ther  emphasized  l)y  the  fact  that  about  the  time 
this  fi-inill  rate  was  granted  to  the  Consolidated  ll(»at.  Light  and  Power 
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Company,  the  West  Shore  Oil  Cfwupany,  in  the  Kern  River  field, 
asked  for  a  rate  from  Bakerstield  to  Visalia  and  was  quoted  9  mills  per 
gallon.     Visalia  is  about  equidistant  from  Bakerstield  and  Coalinga. 

Skckkt  RATE  TO  Keedley. — Claim  records  of  the  Southern  Pacific 
Company  showed  that  on  a  shipment  of  crude  oil  by  the  Pacific  Coast 
Oil  Company  from  Ora  (Coalincra)  to  Reedley,  a  rate  of  \.39  cents  was 
originally  charged,  the  billing  agent  of  the  Southern  Pacific  evidently 
adding  to  the  rate  from  Ora  to  Fresno,  of  7^  mills  per  gallon,  a  local 
rate  from  Fresno  to  Reedle\'.  The  Southern  Pacific  Company  allowed 
a  reduction  to  9  mills  per  gallon.  Its  explanation  of  this  concession 
was  substantially  as  follows: 

If  Kee<lley  were  furnishe<l  with  oil  from  Bakersfield  it  would  take  the  9-mill  rate, 
and  there  in  no  reason  why  Ora  should  })e  diHcrirainat«d  a^inst  in  favor  of  Bakers- 
field. 

The  position  taken  by  the  Southern  Pacific  in  this  instance  appears 
to  be  a  fair  one  on  general  principles,  Reedley  being  about  equidistant 
from  Ora  and  from  Bakersfield.  Ordinarily  shipmetnts  would  not  be 
made  from  Coalinga  to  a  local  destination  so  near  Itekersfield,  and 
this  may  explain  the  absence  of  a  tariff  rate  to  that  point.  The  objec- 
tion to  the  application  of  a  9-mill  rate  to  Reedle}',  other  than  the  fact 
that  it  was  of  a  secret  character,  is  that  open  rate  adjustments  were 
not  made  in  similar  cases  for  independent  shippers. 

Secrkt  RATE  TO  Lactac. — A  9-mill  rate  was  allowed  the  Pacific 
Coast  Oil  C/ompany  on  a  shipment  from  Ora  to  Lacjac  under  the 
same  conditions  as  those  just  noted  in  the  case  of  the  shipment  from 
Ora  to  Reedley. 

Section  12.  Secret  rate  from  Los  Angeles  to  Salton. 

Mention  has  already  been  made  of  the  fact  that  the  Southern  Pacific 
Comimny,  on  October  1,  11M)'2,  put  into  effect  from  Bakersfield  to 
Salton  a  special  rate  of  J?5  per  ton  on  crude  oil,  whereas  the  tariff  rate 
was  '^1  per  ton.  At  the  same  time  a  special  rate  of  ^^  per  ton  was  put 
in  from  Los  Ang(»les,  this  rate,  as  in  the  case  of  that  from  Bakersfield, 
being  intended,  according  to  the  Southern  Pacific  Company,  for  the 
New  Liverpool  Salt  Company.  From  this  it  would  appear  that  the 
nite  was  cjuoted  to  the  consignee  and  not  to  the  shipper.  That  the 
rate  was  refused  to  at  least  one  shipper  is  indicated  by  a  statement 
obtained  by  the  agent.s  of  the  Bureau  from  an  officer  of  the  Union  Oil 
Company  of  (California,  who  said  in  substance: 

A])Oiit  two  yean*  apo  a  representative  of  the  New  Liverpool  Salt  Company  at  Salton 
tohl  me  that  that  company  had  a  rate  of  50  centw  a  barrel  ($3  per  ton)  on  criuie  oil 
from  1^)8  Anj^elen.  Both  l)efore  and  after  thin  i-onverwition  I  a^keil  the  Southern 
Pacific  a^nt  at  Ixw  Angeles  (who  is  no  longer  conne<:te<l  with  the  railroa<l)  for  a 
rate,  an<l  he  gave  me  the  (juotation  of  $5  \}er  ton.  I  tohl  him  that  I  had  heard  oi  a 
much  lower  rate,  but  he  denie<l  any  knowle<lge  of  nuch  a  rate. 
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As  further  evidence  that  the  special  mte  was  not  unifomily  applied 
it  may  be  noted  that  a  rate  nienioranduni  of  the  Southern  Pacific 
Company  was  found  in  the  Kles  of  the  Union  Oil  Company,  which 
quoted  a  rate  of  So  per  ton  from  Los  Angeles  to  Salton  as  late  a^ 
October  10,  1M± 

Section  13.  Rates  from  Chino. 

Chino-I^s  Anoeles  rate. — The  Southern  PariticCorapmny  at  pres- 
ent has  a  rate  of  $1.40  per  ton,  or  7  cents  per  hundred  p>ound.s.  on 
'' petroleum,  lubricating,  refined,  and  naphtha,'"  from  Chino  to  IjOs 
Angeles,  this  being  quoted  in  its  ^^Y"  tariif  as  having  been  made 
eflfective  on  November  13,  189J>.  The  history  of  this  rate  appears  to 
have  been  as  follows: 

A  rate  of  $1.40  per  ton  was  cjuoted  in  the  Southern  Pacific  Com- 
panyVs  "' Y"  tariff  as  effective  January  1, 1897,  on  "'oil  distillate'-  from 
Chino  to  Los  Angeles.  By  oil  distillate  was  meant  the  cheaper  prod- 
ucts of  retining,  and,  a(;cording  to  the  Puente  Oil  Company,  which  has  a 
refinerv  at  Chino  and  which  shipped  at  this  rate;  the  rate  did  not  apply  to 
refined  oil  or  to  gasoline  up  to  the  time  that  the  Puente  Oil  Company 
made  a  contract,  effective  April  1,  1S9S,  to  sell  its  output  of  refined 
oil  and  gasoline  to  the  Standard  Oil  Company;  this  was  confirmed 
by  an  examination  of  the  Puente  Oil  Company's  freight  bills,  which 
showed  that  in  the  early  part  of  1898  the  company  was  still  paying  14 
cents  per  hundred  pounds  on  refined  oil  and  gasoline.  When  the  com- 
pany in  1904  terminated  its  contract  with  the  Standard  Oil  Company 
and  began  shipping  on  its  own  account,  it  found  that  the  nite  of  7 
cents  per  hundred  i)ouiuls  had  ))een  extended  so  as  to  include  refined 
oil  and  gasoline  as  well  as  distillate. 

The  exact  date  of  this  extension  of  the  rate  could  not  be  detennined, 
but  it  seems  i)robable  that  this  was  shortly  after  the  Standard  Oil 
Company  began  to  buy  the  refined  oil  and  gasoline  product  of  the 
Puente  Oil  Companv  on  April  i,  l.si»,s.  A  representative  of  the  S)Ulh- 
ern  Pacific  Company  states  that  the  reduction  ""took  place  in  18J>>  or 
181^9.  Th(»  rate  was  carried  for  (juite  a  little  while  not  puhli.she<U  for 
the  reason  that  it  was  made  against  t(»ams."  By  November  13,  ism*, 
as  already  shown,  the  rate  was  (juoted  in  the  Southern  Pacific  Com- 
pany's •' Y  "  tarifi.  It  thus  appears  that  shortly  after  the  Standard 
Oil  Company  contracted  to  i)ur(liase  the  n»fined  oil  and  gasoline  of  the 
Puente  Oil  Com])any  it  obtained  a  relatively  low  rate  which,  while 
the  Puente  Oil  ( 'ornpany  itself  was  disposing  of  its  output,  was  allowtHl 
only  on  some  of  the  cheaper  products  of  its  refinery. 

Skciikt  KATE  TO  Dkci.e/.  A  s(H-ret  rate  of  IT)  cents  per  barrel  on 
crude  oil  from  Chino  to  Declez  was  made  by  the  Southern  Pacific 
Coni])any:  the  tariti  rate  was  ♦»  cents  per  hundred.  This  special  rale 
was.  according  to  the  Soutlu'rn  Pacific,  (j noted  to  the  California  Con- 
strm-tion  Company.  \\\  compelWww  nn\\\\  Vvnww  delivery  from  Chino. 
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The  California  Construction  Company  obtains  a  large  portion,  if 
not  all,  of  its  supply  of  fuel  oil  from  the  Puente  Oil  Company  at 
Chino.  An  officer  of  the  Puente  Oil  Compan}^  when  questioned  in 
regard  to  the  mte  on  crude  oil  from  Chino  to  Declez,  said  that  he 
knew  nothing  about  it,  since  the  consignee  paid  the  freight.  The  tariff 
rate  of  6  cents  per  hundred  is  equivalent  to  about  19^  cents  a  barrel. 
The  refund,  therefore,  amounted  to  about  4^  cents  per  barrel.  A  con- 
siderable volume  of  business  was  done  at  the  special  rate.  The  Cali- 
fornia Construction  Company  would  probably  have  obtained  its  oil 
from  the  same  source  in  any  case,  using  team  delivery  if  necessary,  as 
the  distance  from  Chino  to  Declez  is  only  about  15  miles.  The  fact 
that  the  California  Construction  Company  is  a  rather  large  shipper  of 
other  freight  over  the  Southern  Pacific's  lines  may  have  been  a  con- 
sideration in  allowing  this  special  rate  on  oil. 

Section  14.  Secret  rates  from  Fresno  to  Tulare,  Hanford,  and  Visalia. 

Frksno  TO  Tulare. — The  unusual  and  highly  improper  practice, 
already  illustrated  in  the  case  of  shipments  from  Richmond  to  Keswick, 
of  using  a  portion  of  a  through  rate  instead  of  a  local  rate  was  also 
employed  b}'  the  Southern  Pacific  Compan\'  on  shipments  of  refined 
oil  and  gasoline  by  the  Standard  Oil  Company  from  Fresno  to  Tulare, 
Hanford,  and  Visalia.  The  relative  positions  of  these  places  are  shown 
on  the  map  facing  page  404.  The  distance  from  Stockton  to  Fresno  is 
V22  miles,  and  from  Stockton  to  Tulare  1()6  miles.  The  tariff  rate  on 
refined  oil  from  Stockton  to  Tulare  is  5^8.50  per  ton,  and  from  Stock- 
ton to  Fresno  $t>.60  per  ton.  The  fifth-class  tariff  rate  from  Fresno  to 
Tulare  in  1004  was  S3. 05  per  ton,  and  shipments  were  l)illed  at  that 
rate,  although  the  Southern  Pacific's  **•  Y"  tariff  quoted  a  rate  of  $2 
on  refined  oil  in  tank  cars  or  cases.  The  use  of  the  class  rate  may 
have  been  due  to  the  fact  that  shipments  in  many  instances  consisted 
in  part  of  gasoline.  Instead  of  applying  the  tariff  rate  from  Fresno 
to  Tulare,  the  Southern  Pacific  Company  computed  the  rate  by  deduct- 
ing from  the  rate  from  Sto<*kton  to  Tidare  the  rate  from  Stockton  to 
Fresno,  thus  obtaining  a  rate  of  J?1.90  per  ton  as  the  rate  from  Fresno. 
This  is  shown  by  the  following  table: 

Vvr  Um. 

Rate  on  refine<l  oil,  Stockton  to  Tulare $8. 50 

Rate  on  refine<l  oil,  Stockton  to  Fresno 6.  (K) 

Difference 1. 90 

In  explanation  of  this  miusual  method  of  procedure  an  otticer  of  the 
Southern  Pacific  Company  said,  in  substance: 

This  oil  may  have  come  from  Whiting.  At  any  rate  the  Standard  Oil  Ounpany 
has  paid  us  the  tariff  rate  of  $6.60  per  ton  from  Stockton  to  Fre»no.  They  could  nhip 
all  the  way  from  Stockton  to  Tulare  for  $8.50  i^er  ton,  and  they  argue  that  having 
paid  the  rate  to  Fresno,  they  shouM  not  i)ay  the  IcK'al  from  Fresno  to  Tulare.  We 
consider  this  claim  fair,  an<l  allow  them  a  rate  of  $1.90  per  ton  from  Fre^wok  \tt 
Tulare,  although  this  is  not  a  puhlished  rate. 
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While  this  statement  makes  it  appear  that  the  Southern  Pacitic 
Company  jj^ets  the  full  through  rate  from  Stockton  to  Tulare,  such  an 
adjustment  of  rates  can  be  defended  onl}'  on  the  ground  that  all  shippers 
are  treated  alike.  But  it  is  one  of  the  great  grievances  of  California 
shippers  generally  that  high  local  rates  are  charged  them  to  and  from 
terminal  points — that  is,  points  entitled  to  terminal  rates — on  trans- 
continentiil  business,  and  this  despite  the  fact  that  the  milroad  enjoy:? 
the  benefit  of  a  long  haul.  The  arrangement  of  rates  just  descril^ed. 
therefore,  can  not  be  regarded  as  other  than  a  discrimination  in  favor 
of  the  Standard  Oil  Company. 

Fresno  to  Han  ford. — Practicall}^  the  same  adjustment  of  rates 
was  disclosed  in  the  case  of  shipments  by  the  Standard  Oil  Companv 
from  Fresno  to  Hanford.  The  tariff  rate  on  refined  oil  from  Fresno 
to  Hanford  is  $2  per  ton.  The  tariff  rate  from  Stockton  to  Fresno, 
as  just  shown,  is  $6.tj()  per  ton;  from  Stockton  to  Hanford,  $7. 70  per 
ton.  The  difference  of  ^1.10  between  these  two  through  rates  was 
allowed  the  Standard  Oil  Company  as  the  rate  from  Fresno  to  Han- 
ford as  against  the  tariff  rate  of  $2  per  ton  for  the  local  haul  to  Han- 
ford, thus  effecting  a  concession  of  90  cents  per  ton  from  the  pul)- 
lished  charge.  The  Southern  Pacific  Company's  explanation  of  this 
arrangement  was  the  same  as  in  the  case  of  the  $1.90  rate  from  Fresno 
to  Tulare,  just  discussed.  It  may  be  noted  that  both  these  claims  were 
addressed  to  the  general  freight  agent  and  marked  *' personal.'' 

Frp:sno  to  VisAiJA. — A  similar  manipulation  of  rates  was  prac- 
ticed in  the  cast  of  ;hipmeiits  of  the*  Standard  Oil  Company  from 
Fresno  to  Visalia. 

IV.  SECRET  RATES  AND  REBATES  OF  THE  SANTA  FE. 
Section  15.     Rates  from  Eedondo  to  Various  Points. 

The  Standard  Oil  Conipjiny  serves  ji  largo  territory  in  southern 
Califoinia  and  Arizona  fron)  its  reiinery  at  Richmond,  by  way  of 
Kedondo.  a  point  on  tlu'  coast  near  Los  An^c^les.  Oil  is  transpi>rted 
from  the  rctinory  in  the  Pacitic  Coast  (Standard)  Oil  C'omjmiiy's  tank 
steamers  and  hart^'cs  to  Hedondo.  and  thence  hv  rail  to  the  territory 
above  indicated.  The  mnneions  indejxMident  refineries  about  Ia> 
Anoelos  would  natiii'ally  have  an  advantatr^  in  reaching  this  rei^-ion. 
since  Los  An*rcles  is  ahout  .^(M)  miles  south  of  Kichinond.  Asa  matter 
of  fact,  this  o<»()or;i])hical  advanta^^-e  of  the  st)uthern  retiners  is  hirtfelv 
neutralized  by  the  Standard's  facilities  for  water  transportation  from 
Richmond  to  K(Ml<)n(h)an(l  by  railroad  discriminations  from  that  jx)iiit. 
It  is  safe  to  say  that  the  actual  cost  of  ship])in^  oil  by  tank  stt^amer 
from  Richmond  to  Redonch)  is  consideiably  less  than  oiu*-half  (»ent  j>er 
gallon,  or  about  Scents  pei*  hundn'd  pounds.  The  railroad  charge  from 
San  Fi'ancisco  to  Los  An<i'eles.  on  the  other  hand,  is  274^  cents  [>er 
hundred  pounds:  and  this,  it  may  be  noted,  i>  a  comparatively-  low  nue 
as  a  result  of  water  com\>eUl\ou. 
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An  idea  of  the  markets'  reached  by  the  Standard  Oil  Company  and 
the  Pacific  CoavSt  Oil  Company  ))v  way  of  Kedondo  ma\'  be  obtained 
from  the  following  partial  lint  of  destinations  to  which  oil  was  shipped 
from  Kedondo  in  1904: 

Ijos  Angeles  Heriiiosa  Rivernicie 

Slaiison  Clifton  Salton 

San  Bi'rnarilino  San  Diep»  Obippo 

Colton  National  City  Clift/>n,  Ariz. 

lAk(»Hide  Ladrillo  Fearce,  Ariz. 

Pasadena  San  Pedro  (Jlobe,  Ariz. 

Raymond  Oceanside  Tenipe,  Ariz. 

Injrlewoo^l  P^condido 

Pomona  Santa  Ana 

The  investigation  of  the  Bureau  developed  the  existence  of  muner- 
ous  irregularities  in  i-ates  on  oil  out  of  Redondo.  As  the  Standard 
Oil  Company  and  the  Pacific  Coast  Oil  Company  are  the  only  concerns 
to  route  oil  from  this  point,  it  follows  that  the}'  were  the  only  parties, 
as  shippers,  to  receive  the  benefit  of  concessions  in  railroad  rates. 

Secret  rates  from  Redomk)  to  Los  Angeles. — R^jined  (f  11, ~Oi\(i 
of  th(»  most  important  deviations  from  tariff  rates  on  oil  from  Redondo 
was  a  rate  of  7^  cents  per  barrel  on  refined  oil  to  Los  Angeles,  this  being 
on  the  Imsis  of  42  gallons  to  the  barrel:  on  the  basis  of  50  gallons  this 
rate  would  be  equivalent  to  8.9»^  cents  per  barrel.  Jn  January,  1902, 
the  Santa  Fe  pul)lished  a  rate  of  10  cents  per  hundred  pounds,  or  32 
cents  ])er  barrel  (of  50  gallons),  on  refined  oil  from  Redondo  to  Los 
Ang(»les,  this  being  the  fifth-class  mte.  As  early  as  September,  1908, 
howevcT,  the  Santa  Fe  allowed  the  Standard  Oil  Companv  a  rate  of  4 
cents  per  hundred  pounds  for  this  haul.  A  further  concession  from 
the  tariff  rate  of  10  cents  per  hundred  ix)unds  was  made  about  the 
middle  of  1904,  when  a  secret  rate  of  7^  cents  per  barrel  (of  42  gallons) 
was  quoted  the  Standard  Oil  Company.  According  to  officers  of  the 
Santa  Fe,  this  mte  was  not  to  go  into  eflfect  until  Septeml>er  18,  1904, 
but  the  claim  records  of  the  company  showed  that  it  was  made  to  apply 
to  shipments  originating  as  early  as  June,  1904.  A  copy  of  the 
^Metter  special"  providing  for  this  rate,  which  also  covered  crude  oil, 

follows: 

LoM  Ancjelrs,  Sept.  18,  1904. 
S  RC2-5. 
L.  R.  No.  ISS. 

Crude  petroleum  and  it^  pnHluctH. 
Mr.  T.  W.  Pate, 

Ajft,  \Am  Anpelen. 
Mr.  F.  T.  Smith, 

Ajft.,  Redondo. 
Mr.  W.  (i.  Taylor, 

Auditor,  Bldg. 
Gextlkmen:  On  crude  petroleum  ami  it?*  i)rtMluct«,  in  carloads,  minimum  t^rload 
weight  actrortling  to  rules  of  tariff,  Kedomlo  to  Loh  Angeles,  apply  rate  of  7J  cents 
per  barrel  of  42  gallons. 
This  rate  i»  maximum  to  apply  to  interineiliate  points. 
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Crude  o!L — In  the  latter  part  of  1903  the  open  i^ate  on  crude  oil 
from  Kedondo  to  Los  Angeles  was  5  cents  per  hundred  pounds,  or 
about  lOi  cents  per  barrel,  a  barrel  of  crude  oil  being  taken  by  rail- 
roads in  California  on  the  basis  of  325^  pounds.  The  claim  records  of 
the  Santa  Fe  system,  however,  show  that  on  shipments  as  far  back  as 
October,  1903,  at  least,  the  Pacific  Coast  Oil  Compan3''  secured  a  special 
rate  of  10  cents  per  barrel,  adjustment  to  this  basis  bein^  made  bv 
means  of  rebate.  This  10-cents-per-barrel  rate  on  crude  oil  was  made 
a  tarilT  rate  on  February  20,  1904.  Soon  after  this  tariff  ^'as  issued, 
however,  a  further  concession  was  made  to  the  Pacific  Coast  Oil  Com- 
pany in  the  form  of  a  rate  of  7^  cenb^  per  barrel,  as  in  the  case  of 
refined  oil.  This  rate,  while  nominally  authorized  by  the  letter  special 
of  September  18,  1904,  above  presented,  was  apparently  agreed  upon 
about  May,  1904,  and  claim  records  of  the  Santa  Fe  show  that  it  was 
applied  to  crude  oil  shipped  as  early  as  Jul}',  1904. 

From  the  above  it  appears  that  al)out  the  middle  of  19(>4  a  special 
rate  of  Ik  cents  per  barrel  was  made  applicable  from  Redondo  to  Lo^ 
Angeles  on  l>oth  refined  and  crude  oil  of  the  two  Standard  concerns. 
For  some  reason  not  altogether  clear  the  rates  were  applied  in  differ- 
ent ways.  The  concession  on  crude  oil  was  almost  invariably  effected 
by  means  of  rebate,  while  on  refined  oil  the  special  rate  was  generally 
entered  on  the  waybilling,  although  for  a  time  adjustment  to  the 
special  rate  on  refined  oil  was  also  made  by  means  of  refund. 

A  large  volume  both  of  crude  and  of  refined  oil  was  moved  at  this 
rate  of  7^  cents  per  barrel.  During  part  6i  the  year  11M»4  the  Pacific 
Coast  Oil  Company  obtained  rebates  on  shipments  of  crude  oil  from 
Kedondo  to  Los  Angeh^s  amounting  to  S4,401.1MJ.  As  the  rel>ate  in 
this  case  was  l)ut  2^  ctMits  ])cr  hjin-el,  this  indicates  a  movement  of 
about  180,000  barrels,  l)ut  tliis  was  within  considerably  less  than  a 
year.  The  advantage  to  the  Standard  Oil  Company  on  8hipnient>  of 
refined  oil  was  nuicli  greater.  The  ditl'erence  between  the  tariff  i^ate 
and  the  s{)(H'ial  rate  in  this  case  was  23.07  cents  per  barrel  of  .*»<»  gal- 
lons, the  rate  of  10  cents  per  hundred  pounds  being  e(iuivaleiit  to  >». 
cents  per  barrel,  and  the  spei'ial  rate  to  S.08  cent>>. 

Kxi»LANATI<)N     OF     THIS     KATE     HY     SaNTA     Fk     AM)    8tAN1)A1U>    C>n. 

iNTEKKSTs. -  Accoi'ding  to  reprcscntativ(vs  of  the  8anta  Fo  svstem. 
this  rate  of  7^  cents  per  barrel  was  ]nit  into  effect  to  prevent  tin- 
Standard  Oil  Company  from  laying  a  pipe  line  from  Redondo  tt)  1^^ 
Ang(d(»s,  which  would  have  meant  the  complete  loss  of  this  tniffi** 
to  the  Santa  Fe  system.  It  appeared  that  the  construction  of  such 
a  pipe  line  had  l)een  discussed,  but  the  ])lan  was  abandoned  when 
the  Santa  Fe  made  this  special  rate. 

K(»presentatives  of  the  Standard  Oil  Company  said  in  explanation 

of  this  late  on  refined  oil  that  it  '"was  put  in  to   meet  competition  of 

oil  maiuifactiired    at   Lo*<  Angeles    })y  local    refiners   from    the    kn-al 

production  of  crude,"  t\mt  t\\o  svvme  vv\\v>  \n\v^  \vv\\\^d  to  crude  oil  "Mo 
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meet  competition  iirising  from  a  local  production  of  fuel  oil  within 
the  city  of  Los  Angeles  and  its  vicinity,"  and  that  they  did  not  under- 
stand that  this  was  a  special  rate  for  the  benefit  of  the  Standard 
alone.  Representatives  of  the  compan}^  further  stated  that  they 
understood  that  a  '^tariff  would  be  issued  to  cover  it." 

The  contention  that  it  was  not  understood  that  this  mt<*  was  to 
apply  to  the  Standard  alone  has  no  force,  because  the  Standard  Oil 
Company  was  the  only  shipper  of  oil  from  Redondo. 

Use  of  this  special  rate  on  interstate  traffic— Perhaps  the 
most  important  ( ircumstance  in  connection  with  this  rate  of  7i  cents 
per  barrel  was  its  application  on  shipments  destined  to  points  outside 
the  State  of  California.  A  very  large  amount  of  oil,  especially  fuel 
oil,  was  shipped  to  Arizona  on  a  combination  of  this  secret  rate  with 
rates  from  Los  Angeles  to  final  destination.  Where  shipments  were 
destined  to  points  ))eyond  Los  Angeles,  the  oil'was  billed  to  that  point 
only,  but  the  final  destination  was  clearl}^  shown  in  the  body  of  the 
waybill.  This  will  be  seen  from  the  atcompan^^ng  copy  of  a  bill 
covering  such  a  shipment  of  fuel  oil  intended  for  the  Old  Do- 
minion Copper  Mining  and  Smelting  Company  at  Globe,  Ariz. 

It  will  be  noted  that  the  billing  instructions  read  from  Redondo 
to  Los  Angeles,  but  in  the  column  headed  ''Marks,  consignee, 
and  destination  "  the  interstate  character  of  this  shipment  is  clearly 
indicated.  Furthermore,  this  bill  bore  a  j-tamp  indicating  that  it 
had  been  checked  for  a  claim,  and  the  numl>er  of  this  claim,  *'0.  C. 
102843,"  which  was  entered  on  the  bill,  indicated  that  it  was  an  over- 
charge claim.  Claim  102S43  was  for  a  total  refund  of  $S33.<)1),  cover- 
ing a  large  number  of  shipments  from  Redondo  to  Arizona  points  ou 
which  a  rate  of  7^  cents  per  Imrrel  from  Redondo  to  Ixxs  Angeles 
was  allowed  instead  of  the  tariflf  rate  of  10  cents  per  barrel.  On 
examination  of  this  claim  it  was  found  that  waybill  347  was  one  of 
those  included. 


I 

I  The  Atchison,  Topeka  &  Santa  Fe  Ry.  Coast  Lines. 

I  From  Redondo  to  Ia)»  AngeU's.     Dttte^  (hi.  18,  1904. 

Car  Waybill 

,  Initials       Number  Series       Numlier 

U  T  L  9K3*J  347 


I      Mark^  con-      Articlefand  Kate  and ,  .  .       ,  v^\„\^t 

Shipper.  ;  niifnee,  and  de»-     clawitiea-     WelKht.      author    '  FreiRht.     ,,..^ V"^      Pre|»aid. '  fin'S^ 

tination.  tion.  Ity.  vames.  t>ill  No. 


8.0.CV).  I  Old    tkjminion       Fuel  oil  78550       10c  bri 

c/oS.P.        Copper    Min-    O.  R.L&F 

I      inic  &  Smelt- 

I      Ing  Co.. Globe,  ' 

Ariz. 

Col.  Sta  Fe  frt 
of  S.  O.  Co. 
L.  A. 


Note.— On  the  bill  there  wa.««  a  ntamp  indicatiuK  that  it  had  l>een  checked  for  ov*»t<i,Vvicxvi  v\*s.vci. 
102843:  "  O/C  102M3     A  T  A  8  F  Ry  Co    Coa«t  Linen    Auditor'*  otRce    TXi« .  1»,  V*A    Vl\«\\«.  v^cv»ivf>i.y5Vr 
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That  officials  of  the  Hanta  Fe  were  aware  that  the  oil  was  destined 
for  points  beyond  Los  Angeles  is  sufficiently  indicated  by  the  face  of 
the  waybill  itself.  Further  evidence  is  afforded  by  the  following 
letter  addressed  to  the  local  agent  of  the  Santa  Fe  at  Redondo  by  tho 
assistant  traffic  manager: 

Crude  oil  rates  from  Redondo  to  i)oint8  beyond  Ivos  Angelee  are  combination  on 
Los  Angeles,  the  Standard  Oil  Company  paying  at  Ix)8  Angeles  the  charges,  Redoodo 
to  Los  Angeles,  and  billing  collect  the  cliarges  from  Los  Angeles;  and  you  have  been 
making  collection  on  bills  on  Los  Angeles.  It  has  been  arranged  so  tliat  shipments 
of  crude  oil  for  the  territory  specified  will  be  billed  from  your  station  to  Los  Angelt*' 
with  charges  collect,  being  final  destination,  and  agent  Los  Angeles  will  make  the 
collection  in  the  regular  way  and  attend  to  rebilling  from  Los  Angelef.  The  M\*- 
ment««  of  crude  oil  for  points  beyond  Highland  Junction,  where  the  rates  are  the 
same  from  Los  Angeles  as  from  Redondo,  will  l)e  handled  as  heretofore — that  is,  bill- 
ing them  through  from  Kedondo  Uy  destination.  The  rates  on  refined  oil  to  all 
points  on  system  beyond  Los  Angeles,  being  regular  tariff  rates  and  not  comhinaticm 
on  Los  Angeles,  shipments  will  be  billed  through,  as  I  a^sunie  has  \>een  done 
heret(.)f<)re. 

The  words  "being  final  destination''  in  the  above  letter  have  no 
significance  except  from  an  accounting  standpoint,  since  it  is  obvious 
from  the  entire  tone  of  the  letter  that  a  movement  beyond  Los  Angeles 
was  contemplated. 

It  is  true  that  the  benefit  of  this  secret  rate  of  7i  cents  per  barrel 
was  frequently  obtained  by  the  consiuner  in  the  form  of  a  lower  ])rice 
for  oil.  This,  however,  is  obviously  no  justification  of  this  rate. 
The  Standard  Oil  Company  is  in  a  bitter  fight  with  indej^endent 
refiners  around  Los  Angel(»s,  as  well  as  in  active  competition  with 
crude-oil  ])roducers  throughout  the  State.  Prices  of  refined  oil  at 
and  ai'ound  Los  Angeles  are  tiie  lowest  for  any  section  in  the  State. 
At  the  siuiu)  time  tliat  the  Standard  Oil  Company  was  selling  oil  in 
San  Francisco,  10  mil(\s  from  its  Hiehmond  refinery,  for  12^  cents  |wr 
gallon  it  was  eai'rying  it  5(M)  miles  from  tlie  same  refinery  to  l^)*- 
Angeles  jind  selling  it  tliere  for  TA  cents  per  gallon.  The  concession 
in  the  rate  on  refined  oil  from  Kedondo  to  Los  Angeles  aiiiountetl  to 
about  one-half  cent  per  gallon,  and  was  thus  of  material  advantage  in 
competition  witli  southeiii  California  refiners.  Crude  oil  at  the  >anic 
time  is  sold  on  very  clost^  margins  in  California,  and  an  advantage  of 
"2h  cents  per  barrel  is  often  mor(^  than  sutlicient  to  control  l>usiness. 

Skcijkt  katks  rijoM  kkoondo  to  San  Divmo,-  Ii\;ff/fc(l  <///. — The 
taritf  rate  on  relined  oil,  in  carloiids.  from  Kedondo  to  San  Diego,  Jis 
(juotiMl  in  a  Santa  Fe  tariti"  etlective  ^January  :ii>.  UHJ^,  was  !?.">  cents  |M»r 
hundred  pounds.  On  Octobei*  i\  1IH):5.  the  Santa  Fe  put  into  effect  a 
special  rate  of  7^  cents  per  hundred  pounds,  and  claim  records  of  the 
company  show  that  this  rate  was  applied  on  less-than-carload  as  well 
as  carload  shipments.  This  -special  rate,  while  for  a  time  adjnsted  by 
n^bate.  was  verv  gen<'rallv   used  directlv  on   the  wavbillintr.      There 
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can  he  no  q*iestioii  that  this  rate  was  discriniinatorv,  nor  that  it  directly 
and  orreatly  favored  the  Standard  Oil  Company  against  the  independ- 
ent refinei-s  at  Los  Angeles.  The  tariff  rate  on  refined  oil  from  Los 
Angeles  to  San  Diego  was  the  same  as  from  Redondo,  or  25  cents  per  hun- 
dred pounds.  The  immense  advantage  which  the  Standard  thus  obtained 
over  its  Los  Angeles  competitors  can  be  appreciated  from  the  fact  that 
the  concession  amounted  to  nearl}^  56  cents  per  barrel,  or  more  than  1 
cent  \yQY  gallon.  This  seeret  rate  enabled  the  Standard  Oil  Company 
to  largely  monopolize  the  San  Diego  market,  which  naturally,  from 
the  standpoint  of  location,  would  have  been  served  b}^  the  refineries  in 
and  about  Los  Angeles.  The  billing  records  of  the  Santa  Fe  at 
Redondo  indicated  that  about  eight  cars  a  month  of  refined  oil  were 
shipped  under  this  rate.  Assuming  that  these  cars  held  150  bar- 
rels each,  the  direct  saving  to  the  Standard  Oil  Company  would 
have  amounted  to  about  $H70  a  month,  or,  roughly,  $8,00o  per  year. 
This  direct  saving  in  freight  charges,  however,  is  unim])ortant  in  com- 
parison with  the  enormous  advantage  which  was  thus  given  to  the 
Standard  Oil  Company  in  the  sale  of  its  refined  oil  in  San  Diego. 

Crude  (n1, — The  Santa  Fe  system  also  allowed  the  Pacific  Coast 
(Standard)  Oil  Company  a  special  rate  from  Redondo  to  San  Diego  on 
crude  oil.  The  tariff  rate,  from  February,  11*04,  to  December  8,  lt>04, 
in  tank  cars,  was  10  cents  a  barrel  plus  18  cents  ])er  hundred  pounds,  or 
about  52  cents  per  barrel  in  all,  the  10-cent  charge  covering  the  haul 
from  Redondo  to  l^os  Angeles,  and  that  of  13  cents  per  hundred  ix>unds 
being  the  charge  from  Los  Angeles  to  San  Diego.  The  claim  records 
of  the  Santa  Fe  system,  however,  show  that  that  company  first  allowed 
on  crude  oil  of  the  Standard  companies  the  special  rate  of  1\  cents,  as 
on  refined  oil  under  the  special  authority  issued  in  October,  1903. 
This  was  equivalent  to  about  24  cents  per  barrel.  A  further  concession 
to  the  basis  of  20  cents  per  barrel  was  allowed  on  shiimients  of  crude 
or  fuel  oil  at  least  as  early  as  May,  1904.  The  l)illing  records  at 
Redondo  indicate  that  from  20  to  25  cars  of  crude  oil  per  month  were 
shipped  from  Redondo  to  San  Diego  in  the  latter  part  of  1904.  The 
rebate  under  this  special  rate  was  large,  as  may  be  seen  from  the  fol- 
lowing representative  claims  allowed  to  the  Pacific  Coast  Oil  Company 
in  the  latter  part  of  1904: 


Santa  Fe  claim  No.- 


Date  Amount 

reoonlecl.      of  refund. 


Oct.     7. 19(V4  8.V>1.  a) 

98(>42 do fiO«;.  *J 

»8545 do 124.^5 

W4iO (Kt.    22, 1901  WCt. .,3 

100562 Nov.  22. 1904  <.72.  K.\ 

100«64 do 27y.95 
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The  rebate  under  this  rate  on  crude  oil  amounted  to,  roughly,  $5<> 
per  car.  The  actual  amount  of  thits  saving,  again,  is  much  less  import- 
ant than  the  fact  that  it  enabled  the  Pacific  Coast  Oil  Company  to  take 
business  away  from  its  competitors  in  Los  Angeles  and  vicinity  who 
would  naturally  have  secured  the  San  Diego  trade.  Against  this  rate 
of  20  cents  per  barrel  from  Redondo,  the  tariff  rate  imposed  upon 
independent  shippers  of  crude  oil  in  Los  Angeles  and  vicinity  was 
$2.60  per  ton,  or  about  42  cents  per  barrel.  Thus,  while  the  tariff 
rate  from  Redondo  was  10  cents  per  barrel  more  than  the  tariff  rate 
from  Los  Angeles,  the  actual  rate  from  Redondo  enjoyed  by  the 
Pacific  Coast  Oil  Compain^  was  22  cents  less  than  the  rate  available  to 
its  competitors  at  Los  Angeles.  As  in  the  case  of  refined  oil  ship- 
ments, alread}'  alluded  to,  the  discrimination  is  emphasized  by  the 
fact  that  there  are  a  large  number  of  independent  crude-oil  producers 
in  the  vicinity  of  Los  Angeles,  and  that  the  shipments  of  the  Pacific 
Coast  Oil  Company  from  Redondo  had  to  pass  by  the  wells  of  these 
independents  in  order  to  reach  San  Diego. 

On  December  8,  U»04,  a  rate  of  ?2  per  ton  on  crude  oil  to  San 
Diego  was  made  effective  both  from  Redondo  and  from  Los  Angeles. 
This  is  equivalent  to  about  32  cents  per  Imrrel.  But  as  the  special 
mte  enjoyed  by  the  Pacific  Coast  Oil  Company  was  but  20  cents  per 
barrel,  this  reduction  in  the  tariff  was  of  little  pmctical  benefit  to  the 
independent  shippers  in  the  vicinity  of  Los  Angeles. 

Kxpr.ANATioN  OF  Santa  Fe  officials. — Officials  of  the  Santa  Fe 
systtMu  sought  to  defend  those  secret  rates  into  San  Diego  on  the  ground 
that  they  were  necessary  in  order  to  prevent  the  Standard  Oil  Coni- 
l)any  from  delivering  oil  into  that  port  by  water.  A  prominent  Smta 
Fe  otlicial  said,  in  substance,  of  the  rate  on  crude  oil: 

We  made  thin  rate  to  prevent  tlie  Standanl  from  carrying  the  oil  to  San  Die^o  hy 
water,  as  they  were  prejjaring  to  do.  We  liad  been  handlinjr  oil  into  8an  Dit'>^)  f'>r 
a  numlx^r  of  yearn  by  rail.  The  Tnion  Oil  ConijKiny  appeareii  with  Santa  Maria  oil 
at  Port  Harford  and  is  now  iMay,  \\K)y)  planning;  to  carry  its  oil  into  San  Dieg^i  by 
water;  tliey  unload  this  oil  from  vessels  into  tlie  ]»ipe  line  and  it  is  puniiHHl  ri^ht  int«. 
their  tanks  at  San  Diejro.  The  Standard  is  now  doin^  tlie  siune  thinjr;  conseijuently, 
this  rate  from  Redondo  will  ]>e  canceled;  there  will  he  no  further  use  for  it:  the  rate 
will  be  a  thing  (»f  the  past.     Wv  saved  <»ur  business  at  San  I>iegoas  long  a**  we  cxmld. 

Jt  is  a  fact  that  })oth  tiie  Tnion  Oil  Company  and  the  Paeitic  Coast 
Oil  Company  are  now  (U^liverin*!:  oil  by  wat<M'  into  San  I)ieo;'o,  the  lat- 
Un-  sliippin*^  from  Richmond.  But  this  obviously  does  not  excuse  the 
Santa  Fe  system  for  o-rantino^  tliese  low  i*ates  in  th(»  secret  manner 
des(rib(»(l.  The*  cH'ect  of  these  rates,  as  clearly  shown,  was  to  shut  the 
])ro(lin'ers  of  crude  and  reiined  oil  around  Los  Anjifcles  from  the  San 
Dii'o-o  market.  The  Standard  Oil  companies  were  the  only  ship|)ers 
from  Redondo.  and  tho  allowance  of  these*  secret  rates  while  iiiaintain- 
ino;  relatively  hio;h  taiiti"  rates  from  Los  Antfeh's  was  an  unwarranted 
discriininiit'ion  a^aii\st  the  \\\de\x»\\deut  shi^)^)er. 
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Secret  rate  to  San  Bernardino. — The  claim  records  of  the  Santa 
Fe  showed  that  during  the  first  seven  months  of  1905  a  variety  of 
refunds  had  been  made  to  the  Pacific  Coast  Oil  Company-  on  crude  oil 
shipi^ed  from  Redondo  to  San  Bernardino.  In  one  case  the  refund 
was  to  a  basis  of  7^  cents  a  barrel  plus  10  cents  per  hundred  pounds, 
and  in  another  case  to  10  cents  per  hundred  pounds.  The  tariff  rate 
on  crude  oil  from  Redondo  to  San  Bernardino  at  the  time  these  refunds 
were  made  was  10  cents  a  barrel  plus  10  cents  per  hundred  pounds,  this 
being  under  a  provision  that  on  shipments  from  Redondo  to  points 
beyond  Los  Angeles  on  the  Southern  California  Railway  the  rate  from 
Los  Angeles  to  destination  should  be  added  to  the  rate  of  10  cents  a 
liarrel  for  the  haul  from  Redondo  to  Los  Angeles.  The  rate  of  10  cents 
per  hundred  pounds  from  Los  Angeles  to  San  Bernardino  was  author- 
ized l)v  the  same  tariff.  In  the  first  of  the  refunds  just  noted,  there- 
fore, it  appears  that  the  Santa  Fe  merely  allowed  the  Pacific  Coast  Oil 
Company  the  benefit  of  the  secret  i*atc  of  7i  cents  from  Redondo  to 
Los  Angeles,  imposing  the  full  tariff  charge  beyond.  The  through 
rate  of  10  cents  a  hundred  pounds  was  explained  by  a  representative  of 
the  Santa  Fe,  in  substance,  as  follows: 

The  rat4»  from  the  Olinda  fields  into  San  Bernardino  is  10  cents  a  hundredweight. 
When  the  Pacific  Coast  Oil  Company  began  to  move  oil  from  Redondo  to  San  Ber- 
nardino they  were  entitled  to  that  rate,  but  inasmuch  as  no  oil  had  moved  in  that 
dire<*tion  l)efore,  the  agent  in  billing  the  shipment  ma<le  the  rate  by  charging  10 
cents  a  barrel,  Redondo  to  Los  Angeles,  plus  10  centra  hundredweight,  I^>s  Angeles 
to  San  Bernanlino.  On  the  first  shipment  correction  was  ma<le  by  reducing  the 
Re<londo-Los  Angeles  rate  to  7J  cents  a  barrel,  but  later  the  correct  ))asiH  was  arrived 
at  and  bills  were  adjusted  to  the  basis  of  10  cents  \yeT  hundreti weight  for  the  entire 
haul. 

Other  secret  rates  from  Redondo. — In  the  case  of  the  various 
points  in  southern  California  served  by  the  Standard  companies  by 
way  of  Redondo,  mentioned  on  page  405,  the  through  i"ate  was  some- 
times made  by  combining  the  special  mteof  7^  cents  per  barrel  to  Los 
Angeles  with  the  rate  from  Los  Angeles  to  linal  destination.  In  some 
oases,  however,  the  Santa  Fe  made  a  through  secret  rate  from  Redondo 
to  destination.  Thus,  from  Redondo  to  Pasad(»na  a  rate  of  5  cents  per 
hundred  pounds  on  refined  oil  was  secured  by  the  Standard  Oil  Com- 
pany, whereas  the  tariff  rate  was  1*2  cents  in  hH)'2  and  was  later  advanced 
to  12i  cents. 

Section  16.  Secret  rates  from  Olinda. 

Secret  rate  to  Los  Angeles.— A  tariff  rate  on  crude  oil  from 
Olinda  to  Los  Angeles  of  6  cents  per  hundred  pounds,  or  practically  ]*)J 
cents  per  barrel,  was  quoted  by  the  Santa  Fe  system  effective  February 
20, 1904.  Against  this  tariff  rate  the  Santa  Fe  quoted  to  the  Brea Canon 
Oil  Company  a  rate  of  lo  cents  per  barrel.  A  large  part  of  the  oil  of 
this  company  is  marketed  in  Los  Angeles  and  viciuvtv  ^  ^^wwi,  <A  >^\^ 
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independent  retineries  there  being  customers  of  the  company.  ThiJ* 
special  rate  was  quoted  to  the  shipper  only  and  apparenth'  withheld 
from  (H)nsignees.  This  was  admitted  by  the  Santa  Fe  and  contirmed 
b}'  an  inspection  of  freight  bills  of  several  consignees  of  oil  in  Los 
Angeles,  and  of  competing  shippers  to  that  city  from  Olinda,  none  of 
which  indicated  that  the  special  rate  had  been  allowed.  In  the  case  of 
oiK^  refining  company  which  purchased  of  the  Brea  Canon  Oil  Com- 
pany, its  freight  bills  indicated  that  the  full  tariff  rate  of  5  cents  per 
hundred  pounds  had  been  paid,  but  that  the  amount  of  freig-ht  had  lieen 
deducted  from  the  invoice  price  of  the  oil  as  shown  in  bills  rendered 
by  the  Brea  Canon  Oil  Company.  The  receipted  freig-ht  hilli?  were 
turned  over  to  the  latter  company,  which,  in  turn,  surrendered  them  to 
the  railioad  in  order  to  obtain  the  rebate.  This  secret  rate  wa.** 
ostensibly  in  effect  only  during  the  month  of  February,  1V)05,  hut  was 
found  to  have  been  applied  to  shipments  as  far  back  as  8epteml)er, 
1904. 

The  robate  under  this  special  rate,  it  will  be  seen,  amounted  to 
about  (H  cents  a  barrel.  This,  on  a  large  car  of,  say,  225  barrels, 
would  })e  equivalent  to  a  little  more  than  $14.  As  the  special  rate 
appears  to  have  been  in  effect  only  for  a  few  months,  the  amount  of 
money  involved  is  not  large.  It  serves  very  well  to  illustrate*  how- 
ever, the  absence  of  uniform  treatment  of  patrons  b3"  the  Santa  Fe. 
This  special  rate  was  explained  by  the  Santa  Fe  on  the  ground  that  it 
was  forced  hy  the  pipe  line  of  the  l^nion  Oil  Company  from  the  Olinda 
field  into  Los  Angeles.  It  is  worth  noting,  however,  that  one  of  Xhv 
oilicers  of  tlie  Soutliern  ( -aliforiiia  Railway  Company  (Santa  Vv)  was 
iiitcrcst(Hl  in  the  Brea  Canon  Oil  Company. 

Skckkt  katk  to  Kkdondo.  The  tariff  rate  on  crude  oih  from 
Olinda  to  RiMiondo.  over  the  Sjuitti  Fe.  was  for  a  long  time  Sl.r>(^  ptT 
ton.  or  about  i!r>  cents  pei*  barrel.  Tlie  Santa  Fe  allowed  a  special 
rate  of  10  cents  per  barrel,  effective  January  1.  liKK^,  on  shipment^  to 
the  Pacific  Coast  Oil  Company.  It  was  stat(Ml  that  the  oil  thus 
shipped  had  Ihmmi  ])iii"clias(Hl  from  tlic^  Petroleum  Development  Com- 
pany, which  is  the  fui'l  oil  concern  of  the  Santa  Fe.  by  the  l^icitic 
Coa>t  ()il  Company,  and  it  was  accordingly  claimed  that,  being  com- 
pany business,  tliei'c  could  be  no  impropriety  in  allowing  a  special  nite. 

Skciikt  uatk  to  1n(;l!:w()()1).  -The  tariff  rate  on  crude  oil  from 
Olinda  to  Inglewood  was  i^l..")(>  per  ton,  or  *jr>  ccMits  per  l)arrel.  The 
Brea  Canon  Oil  Company  secured  a  sptnial  ratc^  of  10  cents  per  bar- 
rel, and  under  this  rate  there  wa^  refundecj  to  that  company  durinir 
the  1ir>t  seven  months  of  I'M)!')  the  sum  of  >>1,7I8.H3.  The  other 
special  rates  fi'om  Olinda  noted  in  the  tal»le  on  page  4^5  do  not  call  for 
special  coimnent.  They  are  interesting  mairdy  as  indicating  the 
(\\tent  to  which  such  secret  rates  an*  employi'd  by  the  Santa  Fe. 
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Section  17.  Secret  rates  from  Los  Angeles. 

Se(  RET  RATES  TO  Redondo. — Tlie  special  rate  of  7i  cents  per  bar- 
rel from  Kedondo  to  Los  Angeles  has  already  been  disciis.sed.  On  the 
reverse  movement,  the  Santa  Fe  allowed  the  Pacitic  Coast  Oil  Com- 
pany and  the  Union  Oil  Company  a  rate  of  10  cents  per  barrel  on 
crude  oil.  The  tariff  rate  from  Los  Angeles  to  Redondo  was  5  cents 
per  hundred  pounds,  or  about  lOi  cents  a  barrel.  This  rat(*  of  10 
cents  per  barrel  was  not  quoted  to  all  shippers  alike.  Several  oil 
companies  in  Los  Angeles,  while  agents  of  the  Bureau  were  in  Cali- 
fornia, obtained  quotations  from  the  Santa  Fe  at  the  full  tariff  rate. 
The  rate  was  thus  of  a  discriminatory  character,  but  as  comparatively 
fcnv  concerns  had  occasion  to  ship  oil  to  Redondo  from  I^s  Angeles, 
its  practical  effect  was  unimportant. 

The  special  rates  of  50  cents  per  ton  from  Los  Nietos  to  Slauson 
and  from  Los  Angeles  to  Slauson,  noted  in  the  table  on  page  405, 
were  apparentlv  open  to  all  shippers  alike.  These  rates  were,  accord- 
ing to  the  Santa  Fe,  put  in  to  meet  teaming  competition. 

S?:cRET  RATES  TO  Verdemont  AND  Devore.  — The  tariff  rate  on 

jrude  oil  from  Los  Angeles  to  Verdemont  was  until  recently  $3.40 

per  ton,  and  to  Devore  $3.60  per  ton.     The  Santa  Fe,  on  September 

12,  11>04,  put  into  effect  a  rate  of  $::.00  per  ton.     The  reason  for  this 

concession,  according  to  the  Santa  Fe,  was  that  shippers  could  get 

into  San  Bernardino  for  $2  a  ton  and  then  team  the  oil  to  Verdemont 
» 

and  Devore  at  less  than  the  tariff  rate.  This  special  rate,  it  was  said, 
was  given  to  a  consignee  who  was  just  oi)ening  up  a  large  ranch  at 
these  points,  and  the  amount  of  oil  affected  by  it,  it  was  further  stated, 
was  small. 

Secret  rates  to  Alessaxdro. — The  tariff  rate  on  crude  oil  from 
lx)s  Angeles  to  Alessandro  was  $2.60  a  ton,  or  13  cents  per  hundred 
pounds.  From  claim  records  of  the  Santa  Fe  it  appeared  that  a  spe- 
cial rate  of  S  cents  per  hundred  pounds  had  lxM»n  allowed  the  Asphaltum 
Oil  and  Refining  Company  on  a  shipment  to  Alessandro,  the  refund 
amounting  to  $36.44.  Apparently  l)ut  one  claim  was  allowed  at  this 
rate.     The  Santa  Fe  was  unable  to  explain  this  claim. 

Section  18.  Secret  rate  from  Bakersfield  to  San  Diego. 

One  of  the  most  discriminatory  rat<»s  of  the  Santa  Fe  system,  men- 
tioned in  the  list  on  page  405,  is  that  of  50.4  cents  jwr  Imrrel  on  crude 
oil  from  I^akersfield  to  San  Diego.  This  rate  was  nominally  put  into 
effect  on  February  4,  11)03,  but  was  found  to  have  been  applied  to 
some  shipments  as  far  back  as  Septeml)er  8,  lt)02.  Bakersfield  is  only 
a  few  miles  from  the  Kern  River  field,  and  is  the  point  at  which  oil 
from  that  field  is  turned  over  to  the  Santa  Fe  l^y  the  Southern 
Pacific. 
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The  published  tariff  rate  on  crude  oil  from  Bakersfield  to  San  Diego 
at  the  time  this  rate  was  put  into  effect  was  about  92.7  cents  per 
barrel,  this  being  a  combination  of  the  Bakerstield-Los  Angele8  rate 
of  50.4  cents  with  the  Los  Angeles-San  Diego  rate  of  $2.60  per  ton, 
w^hich  was  equivalent  to  about  42.3  cents  per  barrel,  six  barrels  of 
crude  oil  being  generalh'  reckoned  in  California  as  the  equivalent  of 
a  ton.  This  rate  does  not  take  account  of  certain  switching  charges 
from  the  Kern  Kiver  field  into  Bakersfield  proper. 

Discriminatory  nature  of  this  rate. — This  secret  rate  was  for  a 
considerable  period  enjoyed  exclusiveh^  b3^the  Standard  Oil  Companv 
and  the  Associated  Oil  Company.  It  was  unquestionably  unknown 
to  independent  producers  in  the  Kern  River  t\eld.  It  also  consti- 
tuted a  serious  discrimination  against  the  producei's  of  southern  Cali- 
fornia. It  will  be  seen  that  the  Santa  Fe  applied  the  same  rate  from 
Bakersfield  to  San  Diego  as  from  Bakersfield  to  Los  Angeles.  Owing 
to  the  fact  that  the  crude  oil  of  Kern  Kiver  is  considerably  less  valua- 
ble than  that  of  southern  California  this  concession  in  the  rate  enabled 
the  Standard  Oil  Company  and  the  Associated  Oil  Company  to  ship 
the  Kern  River  product  past  the  wells  of  the  southern  California  pro- 
ducers into  what  the  latter  might  reasonably  consider  their  natural 
market.  The  relative  advantage  given  the  Kern  River  field  over  that 
of  southern  California  was  recognized  by  the  Santa  Fe.  An  officer 
of  that  company  said  on  this  point: 

For  a  long  time  we  discourao:e(l  Hhipiiient'^  from 'Bakersfield  to  southern  California 
I)oints  in  onler  to  protect  producers  in  southern  California,  who  said  that  it  would 
ruin  them  if  we  made  lower  rates  on  northern  oil.  At  the  time  we  made  our  50.4- 
cent  rate  oil  was  selling  in  southern  California  for  40  cents  a  barrel.  With  a  42-<vnt 
rate  out  (►f  Los  An<;eles  producers  could  deliver  it  in  San  Die^o  for  82  cents  a  Iwrrvl. 
The  lowest  price  for  oil  in  Rakerstield  that  I  know  of  was  15  cents  a  barrel  in  the 
field.  It  was  imi>ossible  to  deliver  oil  from  Bakersfield  into  San  Diepo  umler  the 
tariff  rate  of  92  cents. 

ExpEKiENCE  OF  THE  Union  Oil  CoMi^ANY. — Specific  evidence  of 
the  discriminatory  charactiM'  of  this  rate  is  foimd  in  the  experience 
of  the  Tnion  Oil  Company,  an  active  competitor  of  the  Standard  Oil 
Company  and  the  Associated  Oil  Company.  In  the  summer  of  HH>*2 
the  Ciiion  Oil  Company  tried  to  get  a  lower  rate  from  Bakersfield 
to  San  Dieofo  tlian  the  comhiiuitioii  of  1^2.7  cents  per  barrel,  already 
discussed,  and  threatened  to  deliver  oil  to  San  Diego  by  water  from 
coast  fields  if  a  reduction  in  the  rate  from  Hakersfield  were  not  made. 
According  to  the  Cnion  Oil  Company  the  Santa  Fe  tentatively  dis- 
cussed a  rate  of  tl')  cents  per  barrel,  but  the  negotiations  were  dropjXHl. 
Kepresentatives  of  the  Cnion  Oil  Compatiy  claim  that  the  first  authori- 
tative information  they  had  of  the  special  rate  of  50.4  cents  wa.s  hite 
in  11M>8  or  early  in  11M)4  when,  on  applying  to  the  Santa  Fe  to  see  if 
the  ♦Ja-cent  rate  tentativelv  dl.-^cussed  in  i\h)2  was  still  available,  thev 
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were  asked  b\'  a  representative  of  that  company  if  they  did  not  know 
that  there  was.  a  rate  of  50  cents  in  effect. 

In  the  meantime,  durinj(  August  and  September,  1902,  the  Associated 
Oil  Company  had  captured  a  number  of  large  contracts  with  San 
Diego  consumers,  as  follows: 

On  August  23,  1902,  a  five-year  contract  with  the  San  Diego  Electric  Company. 

On  August  23,  1902,  a  five-year  contract  with  the  Corona<io  Beach  Company. 

On  September  1,  1902,  a  five-year  contract  with  the  San  Diego,  Pacific  Beach  and 
La  Jolla  Railway. 

On  September  5,  1902,  a  contract  with  the  San  Diego,  Cuyamaca  and  Eastern 
Railway. 

The  delivered  price  of  all  these  contracts  was  70  cents  per  barrel, 
or,  it  will  be  seen,  about  22.7  cents  per  barrel  less  than  the  published 
rate  of  freight  at  the  time  they  were  taken.  In  Ma3%  1903,  the  Asso- 
ciated Oil  Compan}^  also  made  a  contract  with  the  National  City  and 
Otay  Railway  Company  at  87  cents  per  barrel,  delivered  f.  o.  b. 
National  City,  deliveries  to  commence  September  1,  1903. 

According  to  officials  of  the  Santa  Fe,  the  special  rate  of  50.4  cents 
was  first  given  to  a  representative  of  the  Coronado  Beach  Company, 
who  had  informed  the  railroad  that  the  Union  Oil  Company  had  quoted 
a  low  price  on  oil  to  be  delivered  bv  water  from  the  Santa  Maria  field 
(near  the  coast),  but  that  the  Coronado  Beiu*h  Company  preferred  to 
give  the  Santa  Fe  the  haul  if  it  would  make  a  satisfactory  rate.  This 
the  Santa  Fe  agreed  to,  and  contracts  were  made  with  the  Associated 
Oil  Company  by  the  Coronado  Beach  Company,  the  San  Diego  VAqc- 
tric  Company,  and  the  San  Diego,  Pacific  Beach  and  La  Jolla  Kail- 
way,  all  of  which  are  known  as  Spreckels  companies,  as  well  as  br- 
other San  Diego  concerns  mentioned. 

It  will  thus  l)e  seen  that  shortly  after  the  Union  Oil  Company  had 
been  refused  a  reduction  in  the  rate  from  Bakersfield  to  San  Diego, 
such  a  reduction  was  made  by  the  Santa  Fe  in  the  form  of  a  secret 
rate,  and  that  as  a  result  the  Associated  Oil  Company  secun^d  a  luuu- 
ber  of  very  important  contracts,  for  which  the  Union  Oil  Company  had 
previously  been  negotiating.  The  Standard  Oil  Company-  also  had  a 
number  of  San  Diego  contract^  on  which  deliveries  were  made  at  this 
special  rate. 

Kepn»sentatives  of  the  Sanbi  Ve  system  take  the  ground  that  the 
Union  Oil  Company  must  have  known  that  there  was  a  special  vniv  in 
effect.  They  state  that  l)efore  the  Spreckels  contracts  were  executed  the 
special  rate  was  known  to  a  representativt*  of  the  S[)reckels  companies 
and  "'to  everyone  in  a  position  to  fill  the  contracts."  The  Santa  Fe, 
however,  does  not  claim  that  it  directly  advised  the  Union  Oil  Com- 
pany of  this  special  rate,  but  jissunx^s  that  information  of  it  was  given 
out  by  the  Spreckels  interests.  An  otticer  of  the  Simta  Fe  contended 
that  the  Union  Oil  Company  must  have  known  '*from  the  prevailing 
28489—06 28 
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price  of  oil  at  San  Diego"  that  a  special  rate  was  in  effect.  '^If  the 
rate  is  92  cents  and  they  are  selling  oil  at  85  cents,  the  man  is  not  giv- 
ing oil  away,"  he  added.  When  asked  whether  the  principle  could 
be  applied  that  the  delivered  price  of  oil  at  any  point  in  California 
indicated  the  freight  rate,  he  replied  that  he  did  not  care  to  lay  that 
down  as  a  general  principle. 

There  is  good  evidence  that  the  Union  Oil  Company  was  not  aware 
of  this  special  rate  for  some  time  after  it  took  effect.  In  January, 
1903,  the  ITnion  Oil  Company  bid  $1.10  per  barrel  on  a  contra<*t  to 
deliver  oil  to  the  cit}^  of  San  Diego,  whereas  the  Standard  Oil  Com- 
pany's bid  on  the  same  contract  was  75  cents  per  barrel.  Another  inde- 
pendent oil  dealer  in  Los  Angeles  bid  JSl.OSt.  Again,  in  the  summer 
of  1903,  the  Union  Oil  Company  bid  $1.17  to  deliver  oil  at  National  City 
on  the  contract  of  the  National  City  and  Otay  Kail  way,  already  noted, 
which  was  taken  by  the  Associated  Oil  Company  at  87  cents  per  barrel. 
In  view  of  these  bids  and  the  positive  statements  of  representatives  of 
the  Union  Oil  Company  that  they  were  not  aware  of  the  special  rate, 
there  can  be  no  reasonable  doubt  that  seveml  months  after  the  Asso- 
ciated Oil  Company  had  been  advised  of  this  special  mte  of  50.4  cents, 
the  Union  Oil  Company  had  no  knowledge  of  it. 

It  is  known  that  the  Union  Oil  Company  delivered  oil  in  San  Diego 
in  the  summer  of  1902  at  85  cents  per  barrel,  but  this  price  is  explained 
by  the  Union  Oil  Company  on  the  ground  that  the  oil  was  shipped 
from  the  vicinity  of  Los  Angeles  and  not  from  Bakerslield,  and  that 
at  the  time  the  contract  was  made  prices  in  the  Los  Angeles  district 
were  unusually  low.  In  support  of  this  .statement  the  Union  Oil 
Company  submitted  its  books,  and  these  showed  that  shipments  on  this 
S5-cent  contract  were  from  the  oil  Helds  in  tiie  vicinity  of  Los  Angele>. 
Furthermore,  an  inspection  of  the  waybilling  records  of  the  Santa  Fe 
system  from  Hakerslield  showed  that  no  oil  was  moved  by  rail  from 
Bakerstield  to  San  Diego  during  the  summer  of  I90ii,  and  hence  that 
the  Union  Oil  Uompanv  could  not  have  used  a  special  rate  over  the 
railroad.  The  I'nion  Oil  Uom[)any  explains  its  bid  of  ^1.10  in  Janu- 
ary. 1903,  as  compared  with  its  S.'>-cent  c^)ntnutof  190!^,  on  the  ground 
that  there  had  i)een  a  decided  advance  in  the  price  of  oil  at  Los  Angeles 
since  tiie  sununer  of  ltM)2,  and  this  is  l)()rne  out  by  the  n^cords  of  tield 
price's  for  that  period. 

It  may  be  noted  that  in  February,  r.H)4.  by  which  time  the  I'nion 
Oil  Company  adn)its  tiiat  it  was  aware  of  the  rate  of  .^)0.4  cents  \wr 
barrel  from  Bakerstield  to  San  Diego,  that  company  submitted  a  bid 
tlirougii  its  San  I)iego  agent  to  furnish  fuel  oil  to  the  city  of  San 
Diego  for  MiA  cents  per  barrel.  The  bid  of  the  Standard  Oil  Com- 
pany on  til  is  (•ontra<'t  was  S2  cents.  This  all  goes  to  prove  that  at  the 
time  of  the  earlier  bids  for  San  Dic^go  business,  already  discussed,  the 
Uiiion  Oil  ComjKuiy  was  not  informed  of  the  special  rate.     That  the 
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numerous  independent  producers  of  Kern  River  were  totally  ignorant 
of  it  there  can  be  no  reasonable  doubt.  Although  belief  in  railroad 
discriminations  was  almost  universal  among  such  producers,  persistent 
investigation  in  connection  with  this  and  other  rates  indicated  that 
.such  producers  had  no  actual  knowledge  of  the  secret  rates  discovered. 
In  this  connection  the  following  statement  of  a  representative  of  the 
East  Puente  Oil  Company  at  San  Diego  is  of  interest: 

Al)out  three  years  ago  we  thought  of  trj'ing  to  get  some  of  the  oil  business  of  the 
lity  of  San  Diego.  We  went  to  the  Ixwird  of  public  works,  but  they  laughed  at  us. 
They  said  we  could  not  sell  thena  oil.  Then  we  went  to  the  railroad  to  ascertain 
the  freight  rate,  and  found  that  it  would  cost  us  about  90  cents  a  l>arrel  to  get  it 
down  there.  If  we  had  given  them  oil  for  nothing,  we  could  not  have  gotten  it  to 
them  as  cheap  as  others  could  sell.  I  think  this  was  al>out  the  fall  of  1902.  We 
never  tried  to  get  any  more  contracts  after  that,  and  1  don*t  know  what  the  freight 
rate  is  to-day. 

That  this  special  mte  was  exclusively  enjoyed  by  the  Standard  Oil 
Company  and  the  Asvsociated  Oil  Company  was  confirmed  by  the  way- 
billing  records  of  the  Santa  Fe  system  at  Bakerstield.  An  inspection 
of  these  records  for  several  periods  during  19U8  showed  absolutely  no 
shipments  of  crude  oil  from  Bakerstield  to  San  Diego  by  any  ship- 
pers other  than  the  Standard  Oil  Company  and  the  Associated  Oil 
Company.  About  the  Ist  of  April,  1904,  the  Union  Oil  Company 
appeared  as  a  shipper,  having  by  that  time  become  aware  of  the 
special  rate,  but  the  railroad  company's  records  clearly  showed  that 
this  special  rate  was  not  used  by  miscellaneous  independent  shippers. 
In  August,  1905,  or  some  months  after  the  investigation  of  the  Bureau 
had  been  commenced  in  California,  this  rate  was  published. 

Effect  of  this  secret  rate.— The  advantage  of  this  secret  rate 
has  already  been  indicated.  The  contracts  secured  by  the  Associated 
Oil  Company  and  the  Standard  jJil  Company'  represented  a  large  pro 
portion  of  the  entire  fuel-oil  business  of  San  Diego,  and  owing  to  the 
fact  that  several  of  these  contracts  were  for  long  periods  the  benefit 
was  correspondingly  greater.  A  further  illustration  of  the  effect  of 
this  secret  rate  upon  the  business  of  independent  producers  is  furnished 
by  the  experience  of  the  Central  Oil  C\)mpany  of  Los  Angeles,  an  inde- 
pendent concern,  which  in  1902  placed  a  contract  with  the  National  City 
and  Otay  Kailway  Company  to  deliver  fuel  oil  at  National  City  at  80 
cents  a  Imrrel,  this  oil  coming  from  the  Whittier  field.  About  May, 
1903,  when  the  railway  placed  its  contract  with  the  Associated  Oil 
Company,  the  Central  Oil  Company  was  asked  to  submit  a  bid  and 
did  so,  ((noting  a  price  of  $1  per  barrel,  delivered.  The  increase  in 
the  bid  price  as  compared  with  its  contract  price  of  1902  is  explained 
by  an  advance  in  prices  of  crude  oil  in  the  Whittier  field  during  the 
interval.  The  Associated  Oil  Company,  it  will  be  recalled,  secured 
this  contract  at  S7  cents  per  barrel.  The  bid  of  the  Central  Oil  Com- 
pany, therefore,  was  only  13  cents  alK)ve  1V\«l1o\  vW  k^^v^x'aX?^*^^^^ 
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Company,  whereas  the  concession  from  the  tariff  rate  from  Bakers- 
field  to  San  Diego  enjo^-ed  by  the  Associated  Oil  Company  was  equiva- 
lent to  more  than  42  cents  a  barrel.  Had  tariff  rates  been  maintained 
between  Bakersfield  and  San  Diego  the  Associated  Oil  Company's  bid 
would  presumably  have  been  about  30  cents  above  that  of  the  Central 
Oil  Company. 

This  incident  brings  out  clearly  one  method  by  which  the  Associate 
Oil  Company  has  been  able  to  extend  its  control  over  the  California 
fuel  oil  market.  The  Central  Oil  Company  might  prop)erly  regard 
San  Diego  as  within  its  natural  territory,  and,  in  the  absence  of  rail- 
road discriminations,  shippers  from  Bakersfield  would  have  been 
unable  to  compete  for  San  Diego  business,  whereas,  by  reason  of  this 
secret  rate,  two  favored  shippers  were  easily  able  to  invade  the  terri- 
tory of  southern  California  producers  and  greatly  underbid  them. 

Statement  of  the  Associated  Oil  Compant. — A  representative 
of  the  Associated  Oil  Company,  when  asked  how  his  company  was 
able  to  place  contracts  for  the  delivery  of  fuel  oil  in  San  Diego  at  70 
cents  per  barrel  delivered,  when  the  open  freight  i^ate  was  over  92 
cents  per  barrel,  said: 

I  know  that  prices  were  made  on  oil  there  by  water  shippers — the  same  prices 
that  we  made.  In  handling  the  oil  bnsiness  there  are  several  things  to  be  consid- 
ered. We  have  a  large  production,  and  we  are  going  to  sell  oil.  If  we  are  selling 
oil  in  San  Diego  at  70  cents  and  some  one  else  sells  oil  for  less,  we  are  going  to  sell  it 
for  less,  too.  When  these  rates  went  into  effect  I  am  absolutely  certain  that  there  was 
no  rate  made  for  us  that  was  not  made  for  other  shippers;  in  fact,  I  know  that  other 
i-hippers  had  the  rate,  because  other  Hhij)pers  were  making  the  same  prict^  lu  wc. 
My  understanding  was  that  it  was  a  rate  that  was  given  to  everl)ody.  I  am  surv 
that  it  was  given  to  anyc^ne  that  was  shipping  and  iiKjuired  for  it. 

So  far  as  the  extended  investigation  of  the  Bureau  shows,  the  only 
other  sliii)pers  aware  of  the  special  rate  at  this  time  were  the  Standard 
Oil  conii)anies. 

i)KLIVKKIN(;  OIL    FOK    I^KSS    THAN    TIIK  OPEN  FREIGHT    RATE. Under 

the  contracts  of  tiie  Associated  Oil  Conipan\'  in  August,  li><)2,  with 
the  Ooroiiado  Heacli  ('oin])any,  tlu^  Hotel  del  Ooronudo,  and  the  San 
Diego  and  Ooroiiado  Ferry  Oonipany  (the  contraet  with  th(»  Coronado 
H(»ach  Conipany  coveriiio-  all  of  these  interests),  the  three  eonipanie> 
mentioned  paid  freight  on  the  oil  purchased  at  the  open  rate  of  #5.7«» 
\nn'  ton,  or  aljout  !^2.7  cents  [)ei'  barrel,  from  Bakerstield  to  San  Diego. 
for  a  considerahh^  period.  Tliev  surrendered  their  receipted  freight 
hills  to  the  Associated  Oil  Company  in  i)aynient  of  their  invoices. 
Sinc{>  the  delivered  pric(»  of  the  oil  under  tlu*  contraet  was  7o  cents 
[)cr  harrel,  while  the  fnMght  rate  was  approximately  1*2.7  cents  per 
harrel.  these  companies  had  a  claim  upon  the  Associated  Oil  C\)ni[)any 
for.  roughly,  22.7  cents  per  harrel.  The  Associated  Oil  Company 
refunded  this  excess  for  a  considerahle  period  of  time,  or  until  aln^ut 
Sej)teml)er,  ll»(i8,  when  the  Santa  Fe  system  began  to  render  freight 
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bill;*  to  the  Spreckels  companies  mentioned  at  the  special  rate  of  50.4 
cents  per  barrel  instead  of  at  the  tariff  rate.  A  list  of  such  refunds 
by  the  Associated  Oil  Company  to  the  three  Spreckels  companies 
mentioned  was  obtained  from  the  books  of  the  latter  concerns,  as 
.shown  below: 

Hotel  del  Coronado: 

April  23,  1908,  refund,  covering  excess  freight  paid  from  September, 

1902,  to  April,  1903 $627.  57 

October  1,  1903,  covering  excess  freight  paid  from  April  1, 1903,  to  Octo- 
ber 1, 1903 1,446.83 

San  Diego  and  Coronado  Ferry  Company: 

September,  1903,  covering  excess  freight  from  June  27  to  Septeml>er  27, 

1903 284.  32 

Coronado  Beach  Company : 

September  11,  1903,  excess  freight  paid  July «413. 53 

Total  refund  by  Associated  Oil  Company 2,  772.  25 

It  should  l>e  noted  that  these  refunds  were  in  the  nature  of  an  adjust- 
ment between  the  Associated  Oil  Company  and  the  respective  Spreckels 
companies,  based  on  a  contract  price  for  oil,  and  are  quite  distinct 
from  the  rebates  paid  the  Associated  Oil  Company  by  the  Santa  Fe 
Company.  A  list  of  such  rebates  paid  by  the  railroad  company  will  be 
found  elsewhere.  (See  p.  439).  These  rebates  paid  to  the  Associated 
Oil  Company,  in  turn,  do  not  indicate  the  full  financial  benefit  obtained 
by  the  Associati*d,  since,  after  the  rebates  ceased,  about  September, 

1903,  that  company  continued  to  obtain  the  benefit  of  the  50.4-cent  rate, 
which  was  directly  applied  on  the  billing.  The  Associated  Oil  Com- 
pany, for  all  practical  purposes,  may  be  considered  as  having  received 
the  benefit  of  the  rebate  from  September,  1902,  until  in  August,  1905, 
a  tariff  was  finally  issued  quoting  a  1.2-cent-per-gallon  rate  from 
Bakerstield  to  San  Diego.     It  should  be  noted  that  on  Deceml)er  8, 

1904,  the  local  rate  from  Los  Angeles  to  San  Diego  was  reduced  fnxm 
$2.W  to  $2  per  ton,  and  that  in  June,  1904,  the  rate  from  Bakerstield 
to  Los  Angeles  was  reduced  from  1.2  cents  per  gallon  to  9  mills  per 
gallon,  so  that  from  these  dates  until  August,  1905,  the  secret  advan- 
tage enjoyed  by  the  favored  shippers  was  to  this  extent  mcxlified. 

On  a  portion  of  its  shipments  to  the  National  City  and  Otay  Rail- 
wa}^  the  Associated  Oil  Company  paid  similar  refunds  to  the  consignee, 
which  for  a  period  paid  freight  charges  exceeding  the  delivered  price 
of  the  oil. 

Although  the  Associated  Oil  Company  also  had  a  contract  with  the 
San  Diego  Electric  Railway  Company,  dated  August  23,  1902,  no 
similar  refunds  by  the  Associated  Oil  Company  were  shown  by  its 
books.  This  is  accounted  for  bv  the  fact  that  the  San  Diego  P^lectric 
Railway  Company  had  a  previous  contract,  dated  April  16,  1902,  with 

«  This  included  an  allowance  of  $12.08  for  leakage  and  eedusi^wV. 
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the  Standard  Oil  Company,  which  provided  for  a  supply  of  fuel  oil 
for  eighteen  months  from  June  1,  1902,  to  December  1,  1903.  In 
other  woi'ds,  the  Associated  Oil  Company  did  not  begin  to  deliver  oil 
to  the  San  Diego  Electric  Railway  Company  until  the  contract  ^ith 
the  Standard  had  been  completed,  and  by  that  time  the  special  rate  of 
50.4  cents  per  barrel  was  being  applied  directly  on  wa3' billing,  thus 
obviating  the  necessity  of  any  adjustments.  The  books  of  the  San 
Diego  Electric  Railway  Company  showed  that  as  late  as  November, 
1903,  it  was  still  receiving  its  fuel  oil  from  the  Standanl,  and  there 
was  no  evidence  that  any  shipments  were,  up  to  thWk  <iime,  received 
from  the  Associated. 

The  books  of  the  company  likewise  showed  no  refunds  on  the  paTt 
of  the  Standard  Oil  Company.  This  is  due  to  the  fact  that  the  Stand- 
ard Oil  Company  settled  for  the  freight  directly  instead  of  allowing  the 
San  Diego  Electric  Railway  Company  to  pay  it  and  apply  such  pa^*- 
ments  against  the  purchase  price  of  the  oil,  as  in  the  case  of  the  Coro- 
nado  Beach  and  other  Spreckels  companies  and  the  Associated  Oil 
Companv,  just  described.  No  freight  vouchers  covering  shipments  of 
oil  from  the  Standard  Oil  Company  could  be  found  in  the  records  of 
the  San  Diego  Electric  Railway  Company'  at  San  Diego,  and  the  local 
freight  agent  of  the  Santa  Fe  at  San  Diego  stated  that  it  was  the 
Standard  Oil  Company's  invariable  policy  to  take  care  of  freight 
charges  itself.  The  absence  of  any  such  refunds  by  the  Standard  on 
the  books  of  th(»  San  Diego  Electric  Railway  Comimny  is  therefore 
properly  accounted  for.  An  examination  of  the  claim  records  and 
freight  })illsof  the  Stjindard  Oil  Company  showed  that  it  had  obtaineil 
this  secret  rate  on  its  shipments  to  San  Diego.  For  some  reason  not 
altogether  clear,  the  special  rat(*  to  this  company  tigures  out  ."io.i? 
cents  per  i)arrcl  instead  of  50.4  cents. 

Application  of  this  katk.-  Although,  as  just  shown,  the  freight 
hills  rendered  the  Coronado  Beach  Conipiiny,  the  Hotel  del  Coronado. 
and  the  San  Diego  and  Coronado  Ferry  Company  by  the  Santa  Fe  for 
crude  oil  delivered  after  S(^ptembcr,  HM)3,  showed  the  actual,  instead  of 
the  tariti',  rate,  the  taritl  rate  was  used  on  tlie  outward  hilling  from  the 
Hakerstield  station  until  about  April  1,  11M)4.  In  other  words,  for 
many  months  aftov  SepttMuber.  VM)'2,  when  the  si)ecial  rate  was  put 
into  effect,  both  tin*  forwarding  agent  of  the  Santa  Fe  at  Hakerstield 
and  the  receiving-  a^rcnt  at  National  City,  to  which  jwint  the  oil 
shi|)i)ed  to  the>e  eonsii^iK^es  was  bilhnl,  were  api)arently  kept  in  itfuo- 
ranee  of  the  rate.  After  Septenibei'.  VMK],  correction  ()f  waybills 
from  the  taritl"  rat(»  to  th(*  spcM-ial  rat(^  was  made  by  either  the  receiv- 
ing- liiTout  of  the  Santa  Fe  at  National  City  or  some  one  in  that  ottice. 
but  the  forwardin*^^  a<:'ent  at  Hakei'stield  still  used  the  tariff  nite.  On 
shipments  to  San  I)ieo()  proptM*.  correction  of  way-bills  was  nmde  at 
the  n»('eivinyf  airent's  olhce  about  the  4th  of   Februarv,  1JK)3.      It  was 
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not  until  April,  1904,  that  the  special  rate  was  directly  used  on 
the  outward  billing  from  Bakerstield.  The  change  was  apparently 
brought  about  b\'  the  fact  that  the  Union  Oil  Company,  having  by 
that  time  become  aware  of  the  special  rate,  secured  some  business  in 
San  Diego  and  commenced  shipments  from  Bakerstield.  The  Union 
Oil  Company  prepaid  the  freight,  and  on  its  tirst  shipments  received 
bills  at  the  full  tariff  rate.  It  immediately  called  the  attention  of  the 
Santa  Fe  to  this,  and  as  a  result  the  local  agent  of  that  company 
at  Bakerstield  was  instructed  to  use  the  special  rate  on  the  billing 
thereafter. 

Incidentall}^  it  may  be  noted  that  although  this  special  rate  was 
ostensibly  effective  Februar}^  4, 1903,  the  records  of  the  Associated  Oil 
Ck)mpany  showed  that  refunds  had  been  obtained  on  shipments  origi- 
nating as  earh'  as  September,  1902.  In  other  words,  the  rate  was  made 
retroactive,  in  the  case  of  the  Associated  Oil  Company  at  least,  appar- 
ently to  coverall  deliveries  at  San  Diego  under  its  contracts  made  with 
the  Spreckels  interests  in  August,  1902. 

Mention  may  also  be  made  of  the  fac^t  that  in  the  latter  part  of  1904 
the  Associated  Oil  Company  acquired  an  interest  in  a  large  oil  prop- 
erty near  Los  Angeles  yielding  a  heavy  oil  of  low  value,  and  that  since 
January  1,  1905,  the  company  has  tilled  most  of  its  San  Diego  contracts 
from  this  source. 

Importance  of  this  special  rate  from  a  monetary  stand- 
point.— The  claim  register  of  the  Associated  Oil  Company  showed 
that  the  following  rebates  were  paid  to  that  concern  by  the  Santa  Fe 
on  shipments  of  crude  oil  from  Bakerstield  to  San  Diego  and  National 
City  during  the  period  from  September,  1902,  to  September,  1903: 


Aaii(x-iHted 

Oil  C«». 
claim  No. 

48 

Consijfnee. 
HuU;l  del  Coronado 

Amount 
of  rebate. 

1190. 66 

Amoiini 
nhipme 

1 

tof 
nt. 

? 

62 

do 

381.22 

4 

87 

do 

478. 50 

5 

8K 

do 

96. 27 

1 

92 

do 

38:{.  18 

4 

102 

do ..     .   .. 

479. 40 

5 

107 

San  Dit'Ko  and  Coroiiado  Beach  Co.   . 

6 

lOH 

San  Diejfo  wnd  Coronado  Fcrrv  Co 

1,343.73 

7 

109 
118 

do 

'218. 80 

1 

s 

128 

do 

9t;.27 

1 

1'29 

Hotel  del  Coronado 

766. 44 

H 

145 

do 

3K2. 29 

4 

178i 
209 

National  City  and  Otay  Railway 

do 

529. 56 

286.47 

7 

Total 

5.632.79 

61 

The  average  refund  per  car  wa«  $92.34. 
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The  above  figures,  it  should  be  noted,  give  no  adequate  idea  of  the 
financial  advantage  obtained  by  the  Associated  Oil  Company,  since  the 
secret  rate  was  adjusted  by  rebate  for  a  year  only,  and  during  a  con- 
siderable portion  of  this  limited  time  the  Associated  Oil  Company  was 
not  making  deliveries  on  some  of  its  contracts/  The  real  benefit  of 
this  rate  is  better  illustrated  b}'  its  use  directl3'  on  the  billing. 

An  examination  of  the  waybilling  records  of  the  Santa  Fe  for 
selected  periods  in  1903  indicated  that,  on  an  average,  about  one  car 
of  crude  oil  per  day  was  forwarded  from  Bakersfield  to  San  Diego 
and  that  the  average  weight  of  these  cars  was  about  55,0(K>  pounds. 
This  would  be  equivalent  to  about  170  barrels  per  car.  On  this  ba^is 
the  yearly  shipments  would  have  amounted  to  about  60,000  Imrrels. 
Shipments  in  1904  appear  to  have  been  somewhat  heavier.  The 
difference  between  the  taritf  rate  of  92.7  cents  and  the  spei*ial  rate  of 
50.4  cents  is  42.3  cents  per  barrel.  On  the  basis  of  yearly  shipments 
of  60,000  barrels  the  money  equivalent  of  this  special  rate  would  thus 
have  been  about  $25,(X)0.  The  waybilling  records  indicated  that 
the  shipments  were  equally  divided  between  the  Associated  Oil  Com- 
pany and  the  Standard  Oil  Company,  although  the  shipments  of  the 
two  companies  varied  greatly  from  time  to  time. 

It  is  true  that  the  consumer  got  pmctically  the  full  benefit  of  the 
secret  rate  in  the  shape  of  reduced  prices  for  his  oil;  but  this  can  not 
be  held  to  justify  the  use  of  the  rate.  The  one  important  point  is 
that  this  inequitable  application  of  a  secret  rate  prevented  independent 
shippers  from  securing  business  which,  by  reason  of  their  geognipbii-al 
location,  they  might  reasonably  hiive  ox])ected  to  obtain,  and  which, 
as  their  bids  indicate,  they  would  have  obtained  had  there  been  no 
discrimination  in  freight  rates.  Moreover,  a  matter  of  a  few  thou- 
sand doihirs  in  freight  charges,  while  a  sniall  considemtion  to  the  rail- 
roads or  the  Standard  Oil  Company  or  the  Associated  Oil  Company, 
might  often  to  a  small  shipper  mean  a  substantial  profit  on  a  year*^ 
business.  More  important  that  this,  however,  is  the  fact  that  this 
denial  to  the  indei)endent  producer  of  a  fair  chance  in  the  open  market 
obviously  coni])elle(l  him  more  and  more  to  dispose  of  his  product  to  a 
few  of  his  powerful  competitors  who  were  favored  by  such  discrimina- 
tions. That  sucii  conditions  would  result  in  depressing  the  price 
which  an  independent  i)r()(lucer  could  obtain  for  his  oil  is  too  obviou> 
to  permit  of  (iiscussion. 

Section  19.  Secret  rates  of  the  Santa  Fe  from  Bakersfield  to  Ethanac. 
Needles,  and  Fresno. 
Skchkt  hate  to  Ktiianac^TIus  special  rate  of  50.4  rents  jxt 
barrel  was  also  allowed  on  certain  shipmc^nts  from  Baker^stield  to 
Ethanac.  Kthanac  is  in  southern  California,  about  halfway  between 
Ijos  A/Jgcles  and  San  Oie^^^o.     The  taritl  rate  from  Bakersfield  is  the 
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.same  as  to  San  Diego,  namely,  92.7  cents  per  barrel,  being  a  combina- 
tion of  the  two  local  mtes  already  discussed. 

The  benefit  of  this  special  rate  to  Ethanac,  however,  was  obtained 
by  the  consignee  instead  of  the  shipper.  Claim  records  of  the  Santa 
Fe  showed  that  during  the  first  seven  months  of  1905  the  Chase  Nursery 
Company,  at  Ethanac,  had  obtained  over  $l,80i)  in  the  shape  of  rebates 
on  crude  oil  shipped  from  Bakersfield  at  the  taritf  rate  of  $5.70,  but 
on  which  refunds  were  made  to  the  basis  of  $3.10  per  ton.  During  the 
same  period  the  Ethanac  Company  o))tained  refunds  on  the  same  basis 
of  about  $500. 

According  to  the  Santa  Fe  ''the  Chase  Nursery  Company  were  devel- 
oping a  water  supply  in  that  section  of  the  country  which  was  more 
or  less  of  an  experiment,  and  from  which,  if  succe>ssful,  our  compan}- 
[the  Santa  Fe]  would  reap  considerable  benefit."' 

Kern  Junction  to  Needles. — The  tariff  rate  on  crude  oil  via  the 
Santa  Fe  from  Kern  Junction  to  Needles  was  $8  a  ton.  Needles  is  in 
the  southeastern  part  of  California,  near  the  Arizona  border.  Against 
this  tariff  rate  the  Santa  Fe  allowed  to  the  Murphy  Water,  Light  and 
Ice  Compan}'  a  rate  of  $2.30i  per  ton.  Shipments  under  this  rate 
were  fairl}^  heavy,  rebates  to  the  consignee  during  the  first  seven 
months  of  1905  amounting  to  over  $4,000.  It  should  be  stated  that  the 
Murphy  Water,  Light  and  Ice  Company  has  special  arrangements  with 
the  Santa  Fe  to  supply  it  with  ice  and  water  at  Needles,  and  that  this 
special  rate  wjis,  according  to  the  Santa  Fe,  based  on  this  arrangement.  . 

Rate  to  Fresno. — A  concession  was  also  made  by  the  Santa  Fe  on 
certain  shipments  of  crude  oil  from  Hakersfield  to  Fresno.  The  tariff 
rate  of  the  Santa  Fe  on  crude  oil  from  Bakersfield  to  Fresno  was  9 
mills  per  gallon.  Claim  records  of  the  Santa  Fe,  however,  showed 
that  on  shipments  to  the  Fresno  Consumers'  Ice  Compan}^  and  to  the 
Centml  Brick  Company,  at  Fresno,  a  rate  of  three-fourths  cent  per 
gallon  had  been  allowed.  During  the  first  seven  months  of  1905  the 
refunds  to  the  ice  company  under  this  arrangement  amounted  to  al>out 
♦650  and  to  the  Central  Brick  Companv  to  al>out  ♦^(M).  According  to 
the  Santa  Fe,  this  rate  was  made  to  meet  a  similar  rate  to  Fresno  from 
the  Coalinga  field  over  the  Southern  Pacific. 

Section  20.  Rates  from  Bakersfield,  Cal.,  to  Jerome  Junction,  Ariz. 

An  instance  suggesting  a  possible  means  of  discrimination  was  found 
in  the  case  of  shipments  of  crude  oil  from  Bakersfield  to  .Ferome  Junc- 
tion in  1904.  The  tariff  rati^  to  Jerome  Junction  was  t»S  per  ton,  but 
large  shipments  were  made  to  the  United  Verde  and  Pacific  Railway  at 
a  rate  of  $6.27  per  ton.  This  rate  was  really  a  proportion  of  a  through 
rate  of  )?9.77  per  ton  to  Jerome,  out  of  which  a  division  sheet  provided 
for  an  allowance  of  $3.50  per  ton  to  the  United  Verde  and  Pacific  for 


442  TRANSPORTATION    OF   PETROLEUM. 

the  haul  from  Jerome  Junction  to  Jerome,  distance  of  only  26  miles, 
leaving  the  balance  of  the  rate,  or  $6.27,  up  to  Jerome  Junction 
as  the  proportion  of  the  Santa  Fe  for  a  haul  of  420  miles.  This  rate 
was  explained  by  the  Santa  Fe  on  the  ground  that  it  was  the  usual 
practice  of  railroads  to  make  special  rates  to  other  railroads.  The 
United  Verde  and  Pacific  Railway,  however,  is  owned  by  the  same 
interests  as  the  United  Verde  Copper  Company,  and  it  would  be  a 
very  easy  matter  to  appl}^  this  i-ate  on  shipments  to  the  copper  com- 
pany. There  is  no  evidence  that  the  rate  was  thus  misused,  and  it 
is  known,  moreover,  that  the  copper  compan}^  received  a  large  amount 
of  coal.  Attention  is  called  to  this  rate  merely  to  illustrate  the 
dangers  of  discrimination  involved  in  the  common  ownership  of 
industrial  enterprises  and  railroad  companies.  The  Santa  Fe  system 
would  have  had  practical!}^  no  means  of  -kwrwing  whether  the  oil 
wiiich  it  w4m4fBkm^ix>  the  TInited  Verde  and  Pacific  Railway  Com- 
pany at  this  special  rate  was  all  consumed  by  that  company  or  whether 
a  portion  of  it  was  turned  over  to  the  copper  company.  The  division 
sheet  providing  for  this  special  rate,  however,  specified  oil  '^eonsig-oed 
to  and  for  use  of  United  Verde  and  Pacific  Railway,''  and  it  should  he 
distinctly  understood  that  no  charge  is  made  that  there  was  actual 
discrimination  in  this  rate. 

V.  OTHER  mBEanLABITIES  AND  RECENT  CHANOSS. 

Section  21.  Irregularities  on  the  Salt  Lake  route. 

The  San  Pedro,  Los  Aiigehv'^  and  Salt  Lake  Railroad,  the  new  line 
from  Los  Angeles  to  Salt  Lake  City,  commonly  known  as  the  Salt 
Lake  route,  does  not  have  a  heavy  trattic  in  oil,  most  of  it^  shipments 
heing  to  points  not  far  distant  from  Los  Angeles.  It  was  found. 
however,  that  this  road  had  in  etleet  some  special  rates  on  oil. 

SkCHET  rates  FltOM    LoS  ANCKLEy^  TO    LoNG   BeACH,  CeRRITOS,   AM> 

Aeamitos. — The  rate  on  crude  oil  from  Los  Angeles  to  Long  Heaeh, 
over  the  Salt  Lake  route,  in  liKif),  was  5  eents  per  hundred  |X)und>. 
The  Tnion  Oil  Company  made  a  nuniher  of  claims  for  a  rate  of  lo 
eents  a  barrel,  or  a  little  more  than  H  cents  per  hundred  pounds. 
Similar  clain)s  were  made  l^y  the  Cnion  Oil  Company  for  the  siime 
rate  on  shipments  from  Los  Angeles  to  Cerritos  and  Alamitos.  C  al. 
On  one  claim,  covering  .M»  cars,  the  amount  of  the  refund  was  ^.'>:^.>.4.i. 
Secret  rate  from  Last  Sax  Pedro  to  Riverside. — The  tariff 
rati*  of  the  Salt  Lake  Road  from  Last  San  Pedro  to  Riverside,  in 
1!HI4,  was  10  ccnits  a  harrel.  covering  the  haul  to  Los  Angeles,  and  lo 
cents  per  hundred  pounds  Los  Angeles  to  Riverside.  The  Cnion  Oil 
Com[)any  on  several  shipn)ents  ohtaininl  a  s[)ecial  rate  of  lo  eents  per 
hundred  pounds.  Such  an  adjustment  was  made  on  16  cars  of  oil 
shij)ped    between    Septemi)er  2  and  November  2S,    P.K)4,   the   refund 
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amounting  to  $295.86.  On  a  similar  claim,  covering  12  cars  shipped 
between  September  5,  1904,  and  April  10,  1905,  the  refund  amounted 
to  $249.71. 

The  three  claims  noted  were  the  only  ones  of  any  size  paid  to  the 
Union  Oil  Company  by  the  San  Pedro,  Los  Angeles  and  Salt  Lake 
Railroad,  as  shown  by  the  claim  records  of  the  Union  Oil  Company. 

Section  22.  Pacific  Coast  Railway  rates. 

The  Pacific  Coast  Kailw^ay  is  a  short  line  wholly  within  the  State 
of  California,  running  back  from  Port  Harford,  on  the  coast,  7(> 
miles  to  Los  Olivos.  This  company  entered  into  a  contract  with 
the  Union  Oil  Company  covering  rights  of  way  for  a  pipe  line:  the 
L'nion  Oil  Company  agreed  to  ship  certain  oil  pending  the  completion 
of  its  ptpe  line.  Under  this  arrangement  rates  of  freight  were  made^ 
conditioned  upon  the  qxmirtity  of  tdi  shipped.  Thus,  if  the  Union  Oil 
Company  shipped  1,000  barrels  a  day,  the  rate  was  to  be  10  cents  per 
barrel;  if  it  shipped  from  1,000  to  1,250  barrels  per  da}',  the  rate 
was  to  be  9  cents  per  l)arrel,  and  so  on  until,  if  shipments  reached  or 
exceeded  2,000  barrels,  the  rate  would  be  7  cents  a  barrel.  The  oil  was 
billed  at  10  cents  per  barrel,  this  being  designated  in  the  contract  as  a 
^'temporary  rate."  The  Pacific  Coast  Railway  offered  to  carry  oil  for 
other  producers  at  8^  cents  a  barrel  if  they  would  ship  10  cars  a  day 
and  furnish  cylinder  tanks  to  be  mounted  on  the  companj^'s  flat  cars. 

Section  23.  Aggregate  amount  of  rebates  and  direct  concessions  on  oil. 

The  above  discussion  covers  the  more  important  of  the  discrimina- 
tions mentioned  in  the  table  on  pages  404  and  405.  It  will  be  noted  that 
no  rebates  were  found  on  shipments  from  Bakersfield  to  San  Francisco 
or  to  Los  Angeles.  On  a  few  shipments  by  the  Associated  Oil  Com- 
pany from  Bakcrstield  to  Los  Angeles  in  .Fune,  1904,  refunds  were 
made  to  that  company  to  correct  an  error  of  the  S<3uthern  Pacific 
Company  in  billing  oil  at  a  rate  of  1.2  cents  per  gallon  after  a  reduc- 
tion in  the  open  rate  to  9  mills  per  gallon  had  been  published.  As  the 
Associated  Oil  Company  was,  at  the  time  these  shipments  were  made, 
clearly  entitled  to  the  9-null  rate,  it  would  be  improper  to  designate 
these  adjustments  as  rebates. 

It  has  not  been  practicable  in  all  cases  to  give  the  total  amount  of 
relmtes  under  the  various  discriminations,  since  a  large  amount  of  time 
would  have  been  required  to  compile  this  information.  It  is  safe  to 
say,  however,  that  the  total  rebates  paid  by  California  railroads  in 
1904  under  the  secret  rates  discovered,  together  with  the  benefit  from 
such  secret  rates  when  applied  directly  on  the  billing,  amounted  to 
about  1^200.000,  and  that  of  this  amount  the  Standard  Oil  Companv 
and  the  Pacitic  Coast  Oil  Company  received  about  $l(H),0O0. 
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Section  24.  Revision  of  California  oil  rates  since  investigation  was  com- 
menced. 

As  in  other  sections  of  the  country,  a  somewhat  extensive  revision 
of  rates  on  oil  has  been  made  bv  leading  California  railroads  since  the 
investigation  of  the  Bureau  was  undertaken,  and  there  is  no  injustice 
in  regarding  these  revisions,  in  many  instances,  at  least,  as  a  virtual 
admission  of  the  unfairness  of  the  previous  rates.  In  other  cases  it 
would  appear  that  discrimination  has  been  continued  and  that  the 
change  has  been  merely  to  publish  rates  which  had  previously  been 
secret.  A  partial  list  of  the  changes  in  oil  tariffs  of  the  Southern 
Pacific  Company  and  the  Santa  Fe,  made  since  the  records  of  those 
companies  were  investigated,  is  given  in  the  following  table: 

RECENT  REVISIONS  OF  SECRET  OIL  TARIFFS  IN  CALIFORNIA. 
Southfrn  Pacific  Company. 


trom-  T(>-         1       Commodit>.       1    t,,riff  rate.    •  secret  rate.       tariff  nue. 


BakersfleldandCoalingu  Keswick Crude  oil 20gal I  L4t  §ral l.ltgal. 

Bakersfield Anderson do !  2egal i  L4f  gal 1.4rgal- 

Do Redding do j  2e  gal 1.4t  gal 1.4e  gal. 

Do Red  Bluff.... do 2e  gal 1.4t  gal 1.4tgal. 

Do ,  MiddleCreek do I  2e  gal j  1.4e  gal ,  1.4tgal. 

Do I>iinoine do ,  2..t«  gal ^  1.2e  gal '  2.2!)3«  gal. 

Do Floriston do 2e  gal l.otgal 1.5«  gal. 

Do SjilUm , do S7ton I  $5ton 9!^ton. 

Do (Mii(<» do 1.5egftl 1.2egal 1.2egal. 

Do Boca  do 2e  gal 1 .  5<r  gal 1 .  .^c  gal. 

Kiclinir.iid Lyotli d() (i.  «UJ7c  gal. ..    0.  ;t57t  gal. . .    0.  iSToral 

Do .Mnrysvillc  ..    Relinoddil 2le  cut IT.o^cwt...     17..'»ciwt 

Do San  .T(»st> do 7.5c  cwt (>t  cwt 6^  cwt. 

Do Oakland do 7.^0  ton r>OC  ton ?<^  t«»n. 

Coalinga Hc«'(lhy Crude  oil 1. :59c gal 0.9c  gal U.9<'g>il 

Bakersfield Santa  Cruz do 1.2cgal 0.9cgMl "   l.'JcgHl. 

Los  AiiKck'8 Saltou do $.")  ton S3  ton f:j  ton. 

Atchison ,  Tofitkn  nmi  Santa  Ft  Railti'ntj. 


Kedondt) 

I^)s  Ang^t'h's 

Refined  oil 

.lo 

do 

do 

.    10c  cwt  ... 

.    2.^C  iwt 

.    iL'Cewt.... 
.    30c  cwt.... 
.    92.7c  bbl .  - . 
.    *l..=iOton  ... 

.    Th?  ewt 

.     13cewt.... 
.    7..">C  ewt  ... 
.    ^3.10  ton... 
.    ?3.r)()  ton... 
.    lOcewt.... 
.    14C  cwt  ... 

.    isc  cwt 

.    l«Kf  cwt  .... 

. .    7.5C  bbl  n  . . 
. .    7.5c  cwt  . . . 

. .    5C  cwt 

..    25c  cwt  .... 
. .    50.4C  bbl . . . 
..    IOC  bbl  .... 
. .    IOC  bbl  . . . . 
. .    IOC  cwt . . . . 
..    IOC  bbl  ... 
..    f2.ri0ton... 
..    S2.t>0ton... 

. .    5c  cwt 

. .    10c  ('Wt 

..    l.=>ccwt.... 
..    .=)Ccwt 

-    7..5cbbl. 

.    7..'^  cwt 

5c  cwt 

Do  

F'aNidena. . . . 

Do 

Kcdlnn.ls.... 

.     2-5c  «'Wt 

Hakcr^lield 

.^an  Dic^^o  . 

Crude  oil 

do 

50  4C  bh] 

Oliiida  

Kedondo  .... 

U»C  bM 

Do 

I/.s  .\nueU's  . 

do 

do      . 

.     K^e  bbl. 

Do 

Val  V.-rde 

«">  ton 

Do 

IiiKlewocMl 

.dc. 

10c  bbl 

Lox  .\iii:clos 

Do 

Vtrdcinont  . . 

Devon- 

do 

d<. 

Kelinedoil 

Ketinecl  nil.  CL.. 

Kertned  oil.  LCL 
do 

<U)(  A-2  gallons. 

.     13c  cwt. 
13c  cwt 

Do 

'  Santa  Motiiea 

.'  9C  ("wt. 

San  ]»ie>f(t 

KM-..iidido... 

.    lOc  *wt 

Do 

•  )o 

.    15c  cwt. 
.    5e  cwt. 

F.M-oiidido 

(>(eansi«le  . . . 
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Section  25.  Complaints  of  advance  information  of  changes  in  rates. 

Reduction  of  rate  from  Bakersfield  to  Lo8  Angeles. — It  is 
apparent  from  the  previous  discussion  of  special  rates  that  some 
shippers  were  advised  of  these  in  advance  of  others.  Complaints  were 
made  in  California  to  the  effect  that  some  of  the  large  oil  shippers  were 
also  given  advance  information  by  i-ailroads  in  regard  to  published 
changes  in  rates,  especially  of  reductions,  and  that  such  information  had 
enabled  the  favored  shippers  to  secure  contracts  prior  to  the  actual 
publication  of  the  reduction.  Such  complaints  were  especially  numer- 
ous in  regard  to  contracts  alleged  to  have  been  taken  by  the  Associated 
Oil  Compan}"  in  and  about  the  city  of  Los  Angeles  in  the  early  part 
of  1904.  The  freight  rate  on  crude  oil  from  Bakersfield  to  Los 
Angeles  was  reduced  on  June  1,  1904,  from  1.2  cents  per  gallon,  or 
50.4  cents  per  barrel,  to  9  mills  per  gallon,  or  37.8  cents  per  barrel. 
Assertions  were  freel}^  made  among  independent  producers  that  in  the 
early  part  of  1904,  the  Associated  Oil  Company  placed  a.considemble 
number  of  contmcts  in  Los  Angeles  at  prices  less  than  the  freight 
rate  then  in  effect  of  50.4  cents  per  barrel,  plus  the  open-market  price 
of  oil  at  Bakersfield,  or  plus  any  reasonable  allo\vance  for  the  actual 
cost  of  production.  When,  on  June  1,  the  freight  rate  was  reduced 
to  9  mills  per  gallon,  the  impression  was  created  that  the  Associated 
Oil  Company  in  making  these  alleged  contracts  had  l)een  aware  that 
a  reduction  in  the  freight  rate  was  pending. 

This  was  denied  by  an  officer  of  the  Associated  Oil  Company,  who 
stated  that  he  had  no  advance  information  of  a  reduction  in  the  rate. 
He  further  denied  that  his  company  had  taken  any  contracts  in  Los 
Angeles  at  less  than  the  field  price  of  oil  plus  the  open  freight  rate, 
with  the  exception  of  a  contract  with  the  Pacific  Electric  Company,  at 
45  cents  per  liarrel,  which  was  taken  shortly  before  the  Associat(»d 
Oil  Company  secured  an  int^>rest  in  wells  in  the  vicinity  of  Ix)s  Angeles, 
from  which  deliveries  under  this  contract  were  subsequently  supplied. 
This  interest  in  producing  property  near  Ijos  Angeles  was  acquired  bv 
the  purchase  of  half  the  stock  of  the  Amalgamated  Oil  Company.  The 
Associated  Oil  Company,  after  this  deal  was  made,  turned  over  to  the 
Amalgamated  Oil  Company  a  larg(»  numlx^r  of  contracts  for  the 
delivery  of  fuel  oil  in  southern  California,  which  it  had  previously 
secured  and  which  had  been  tilled  with  oil  from  Bakerstield  or  Coalinga. 

A  list  of  contracts  so  purchased  by  the  Amalgamated  Oil  Company 
from  the  Associated  Oil  Company,  as  furnished  by  th(*  fonner  con- 
cern, showed  only  one  in  the  first  six  months  of  1904  at  less  than  the 
open  freight  rate  plus  the  field  price  of  the  oil.  One  contract,  accord- 
ing to  this  list,  was  made  on  January-  S,  1904,  at  4!>.l  cent*<  i>er  Imrrel 
delivered  atlx)s  Angeles,  a  figure  too  low  to  be  explained  by  advance 
notice  of  the  reduction  in  the  freight  rate.  In  the  latter  part  of  1904. 
after  the  reduction  in  the  open  rate  had  been  made,  a  uuuvVv^\  <:A  v^wev- 
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tracts  were  placed  by  the  Associated  Oil  Couipanj'^  at  prices  ranginfr 
from  45  cents  to  55  cents,  bnt  as  by  that  time  the  company  had 
arranged  to  secure  a  supply  of  oil  from  the  local  fields  about  Los 
Angeles,  these  contracts  would  not  necessarily  have  sigriiticance  in 
connection  with  possible  concessions  in  freight  rates. 

On  the  basis  of  information  actually  obtained,  therefore,  it  does  not 
appear  that  there  is  evidence  to  support  the  charge  that  the  Associated 
Oil  Company  received  advance  information  of  the  reduction  in  this 
Bakerstield-Los  Angeles  ^ate. 

Reduction  of  rate  to  Tucson,  Ariz. — Another  complaint  of 
this  nature  which  attracted  considemble  attention  in  California  news- 
papers was  that  the  Associated  Oil  Company  had  taken  a  contract  to 
sell  fuel  oil  to  the  cit}^  of  Tucson,  Ariz.,  at  a  delivered  price  of  $l.±i 
per  barrel  at  a  time  when  the  freight  rate  alone  from  liakerstield, 
the  shipping  point  of  the  Associated  Oil  Company,  to  Tucson  was 
$S  per  ton,  or  about  $1.33  per  barrel,  and  that  after  the  contract  liad 
been  placed  the  rate  was  reduced  to  $6  per  ton,  or  about  $1  per  liar- 
rel.  The  obvious  inference  was  that  the  Associated  Oil  Company,  in 
making  its  contract  at  $1.22,  had  been  aware  that  a  reduction  in  the 
freight  rate  to  the  basis  of  $1  per  barrel  was  pending. 

This  complaint  is  not  substantiated.  The  facts  in  the  case  appear 
to  be  as  follows:  In  March,  1905,  the  Associated  Oil  Company  did 
enter  into  a  contract  to  deliver  oil  to  the  citj'  of  Tucson  at  a  deliv- 
ered price  of  $1.22  per  barrel.  The  open  freight  rate  at  that  time. 
however,  was  $0  ]>or  ton,  and  had  been  $0  per  ton  since  Decern l)er  17. 
1904,  and  except  tor  a  period  between  November  \S,  11K)4,  and  Decem- 
ber 17,  VMH^  had  been  ^♦i  a  ton  since  May  1^  1903.  On  iS'ovenilM^r  is. 
llMj-t.  the  Southern  Pacific  Company  made  the  rate  nonintermediatc 
with  Tombstone,  which  had  the  eti'ect  of  raising  it  to  $S  |>er  ton,  bnt 
the  S^)  charge  was  restored  i)y making  the  rate  intermediate  on  Decem- 
ber 17.  VMH. 

Kxamination  of  the  taritis  of  the  Southern  Pacific  at  the  otHi-cs  of 
of  the*  Intei'state  Conunercc  Commission  showed  that  taritis  coveriuir 
the  various  changes  in  this  rate  had  been  properly  filed.  At  the  time 
that  the  Associated  Oil  Company  placed  this  contract,  therefore,  the 
pul)lishe(l  nite  of  freight  was  clearly  ^^>  per  ton.  On  the  other  hand, 
in  th(»  face  of  this  published  rate  of  >^<)  per  ton,  two  independent 
shippers  of  oil  wer(\  shortly  befort^  this  contract  was  placed,  quoted  a 
rate  of  ss  per  ton.  and  from  two  ditl'erent  otiices  of  the  Southern  Pacific 
Company:  in  one  instance*  the  Los  Angt^les  agency  and  in  the  other 
that  at  P)ak(Mstiel(i.  The  BakersHc^ld  agent  of  the  Soutliern  Pacific 
i'laimed  that  the  error  was  discovered  and  the  correct  rate  almost 
immediately  report (h1  to  the  shippcM*.  In  th(^  ease*  of  the  §^S  tpiotation 
given  out  l)y  the  Los  Angeles  ollice.  which  is  supported  by  a  written 
UHMuorandum  which  the  Bureau  has  in   its  i)ossession,  the  rate  clerk 
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giving  this  quotation  submitted  an  affidavit  that  this  quotation  was  an 
error,  and  wholly  his  own  error,  and  that  no  superior  officer  of  the 
Southern  Pacific  Company  was  in  any  way  responsible  for  it. 

While  it  appears  that  these  quotations  were  in  each  case  genuine 
errors,  it  is  nevertheless  surprising  that  some  two  months  after  the 
$6  rate  from  Bakersfield  to  Tucson  had  been  restored,  an  $8  rate 
should  be  quoted  two  independent  shippers  by  two  different  officers 
of  the  railroad  company. 

Another  and  much  more  peculiar  circumstance  is,  that  the  Associ- 
ated Oil  Compaii}'  itself  apparently'  did  not  become  aware  of  this  $6 
rate  into  Tucson  for  man}'  months  after  it  was  put  into  effect.  This 
was  disclosed  by  an  investigation  of  the  claim  records  of  the  Asso- 
ciated Oil  Company,  which  indicated  that,  although  the  $t)  rate  had 
been  put  into  effect  in  May,  1903,  it  was  unknown  to  the  Associated 
Oil  Company  until  about  December,  1908.  It  was  found  that  in 
January,  1904,  the  Associated  Oil  Compan}'  made  claim  uix)n  the 
Southern  Pacific  Company  for  a  refund  of  $2  per  ton  on  shipments  of 
five  cars  of  oil  from  Bakersfield  to  Tucson  during  the  months  of 
Noveml)er  and  December,  1903.  Shortly  after  this  another  claim  was 
filed  covering  18  cars  of  oil  from  Bakersfield  to  Tucson  from  October, 
1902,  to  October,  1903.  This  claim  was  later  amended  to  include  only 
10  cars,  shipped  l)etween  May  9,  1903,  and  October  17,  1903.  This 
amendment  of  the  claim  was  in  accordance  with  a  letter  from  the 
Southern  Pacific  Company  stating  that  as  the  $6  nite  had  been  in  effect 
only  since  May  9,  1903,  the  8  cars  shipped  prior  to  that  date  could  not 
take  the  lower  rate.  There  were  a  number  of  other  claims  filed  in  the 
same  manner  and  paid.  On  one  of  these  it  was  noted  that  the  $<»  rate 
was  ''quoted  to  us  December  last''  (that  is,  Deceml>er,  1903).  In 
other  words,  the  claim  records,  as  well  as  the  billing  records,  indicated 
that  even  the  Associated  Oil  Company  did  not  know  of  this  $r»  rate 
for  several  months  after  it  went  into  effect. 

It  would  appear,  therefore,  that  the  Assoiuated,  after  discovering 
this  rate,  overhauled  its  billing  records  and  rendered  claims  for  all 
.shipments  at  the  higher  rate.  This  ignorance  of  the  rate  may  have 
been  due  in  \mri  to  the  fact  that  the  Southern  Pacific  tariffs  do  not 
name  a  rate  to  Tucson  sjx^cifically,  but  that  this  rate  is  Imsed  on  the 
mt4»  to  Tombstone,  and  that  by  printing  the  letters  "INT"  against 
the  rate  to  Tombstone  it  became  applicable  to  Tucson,  whereas  by 
entering  the  letters  **  NT' it  was  made  inapplicable  and  Tucson  then 
took  an  5j>8  rate.  The  claim  records  of  the  Associated  Oil  Company 
showed  that  claims  on  the  basis  of  $^  per  ton  were  being  paid  in  the 
latter  part  of  1904.  This  use  of  an  )i>8  rate  in  the  billing  of  shipments 
during  the  latter  part  of  1903  and  a  considerable  part  of  1904  mav 
explain  the  quotation  of  an  5f8  rate  in  the  early  part  of  19r)5. 

It  may  be  further  noted  that  the  Associated  Oil  Company  obtained 
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rebates  from  the  Southern  Pacific  Company  to  the  basis  of  1^6  per  ton 
on  shipments  made  during  the  period  when  the  rate  from  Bakersfield 
to  Tucson  was  nonintermediate  and  accordingly  $8  per  ton.  Thus  on 
shipments  made  between  November  18,  1904,  and  December  17,  11X4. 
during  which  period  the  rate  was  $8  per  ton,  the  Associated  Oil  Coni- 
pany  obtained  a  rebate  of  $2  per  ton  on  seven  cars. 

Section  26.  Bates  from  Bakersfield  to  Phoenix,  Tempe,  and  Mesa  over  the 
Southern  Pacific. 

Another  instan(;e  suggestive  of  advance  information  in  rates  and 
involving  a  violation  of  tariffs  occurs  in  the  case  of  rates  from  Bakers- 
field, Cal.,  to  Phoenix,  Tempe,  and  Mesa,_  Ariz.,  over  the  Southern 
Pacific  Company's  lines.  According  to  tariffs  of  the  Southern  Pacific 
Compan},  filed  with  the  Interstate  Commerce  Commission,  the  rate  on 
crude  oil  from  Bakersfield  to  the  Arizona  points  uientioned  was  #8 
per  ton  for  several  years  prior  to  December  27,  1904,  when  a  r^nluc- 
tion  was  made  to  $H  per  ton.  There  had  been  a  i*ate  of  $6  per  ton  in 
effect  from  Ijos  Angeles  to  the  same  points  since  1898,  and  thU 
was  reissued  on  May  10,  1904:,  but  in  reissuing  the  rate  from  I>os 
Angeles  there  was  nothing  said  in  the  tariff  to  indicate  that  this  reduc- 
tion would  apply  from  any  other  point.  An  inspection  of  the  way- 
billing  records  of  the  Southern  Pacific  ('ompany  at  Oil  City  (Bakers- 
field), however,  showed  that  oil  was  billed  into  Phoenix  from  Bakers- 
field prior  to  December  '27.  19^4:,  at  a  rate  of  $6  per  ton.  The.se  ship- 
nuMits  were  not  numerous,  but  there  were  several  in  November.  11^*4. 
or  some  weeks  Ix^fore  the*  J?f)  nite  was  miule  applicable  from  Bakor>- 
Held. 

KviDENCK    OF     DISrUlMlNATIOX     IN     THIS     KATE. — At    the    saUlC    tllUt' 

th?it  this  rate  of  >>i)  pov  ton  was  being  used  on  some  shipments  from 
Hjikerslicld,  the  local  agont  of  the  Southern  Pacific  Company  at  Ia>< 
Angclcv^  quoted  tlie  Tnion  Oil  Company  of  that  city  a  mte  of  S^s  ptT 
ton  from  Bakersfield  to  Phoenix,  Ariz.  This  wa,s  shown  by  a  writnui 
rate  nicMnoranduni  of  the  Soutliern  Pacific  Company,  dateil  L<>> 
An<^-cles,  DcccuiIkm-  :i.  11M)4,  which  clearly  (|Uoted  the  J^  nite.  A 
representative  of  the  Cnion  Oil  Company,  in  commenting  upon  this 
(luotatioii.  made  the  following  statemiMjt : 

In  the  >|.rin«:  o!  1^H)4.  Mr.  II.  H.  Ilcanl,  of  the  fkirtlett-Heanl  \^xu\  an.l  CattU- 
rompany,  a.^k«*<l  us  tor  prices  on  rrndr  <»il  of  not  lens  than  14°  vrravity.  O:, 
May  'SA,  HM)4.  I  iiaimMl  liim  a  j)rie('  of  *27  cents  per  l^arrel,  f.  o.  h.  Baker>itiel«i.  "r"! 
Sl-''^?  delivered  at  Phoenix,  Ariz.,  l»asin«^Mhe  price  delivered  on  a  fiXM^ht  rate<a'-5> 
per  tnn  from  I>akerslield.  this  rate  l>einir  ecpiivah-nt  to  ahn(»st  exactly  $1.,S0  iht  Ivar- 
rel.  On  .Inne  LM>,  HUM,  Mr.  Heard  advised  nie  that  he  liad  placinl  the  i'<uitra<-t  else- 
where On  Fe})ruary  L'L'd  of  this  year  f  UM).^,]  when  I  was  in  l*h<K'nix,  he  t<»hl  uiethai 
he  had  closed  the  contract  with  the  Standard  Oil  Company  at  $1.25  j.x^r  kirnd  soon 
after  1  snhmitted  my  hid.  The  open  freiiiht  rate  from  l^akerstiold  lo  lMu>enix  on 
crnde  oil,  at  the  time  these  contracts-  were  made,    was  $8  jH*r  ton,  or  aKtut  |'l..'i'» 
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per  barrel.  This  was  5  cents  above  the  delivered  price  made  by  the  Standard  Oil 
Company.  I  do  not  know  that  the  Standard  Oil  Company  shipped  this  oil  from 
Bakers6eld.     It  may  have  gone  from  Los  Angeles. 

From  the  above  it  will  be  seen  that  the  contract  in  question  was 
made  in  Ma}^  shortly  after  the  rate  of  Sf)  per  ton  from  Los  Angeles  to 
Phoenix  was  reissued  by  the  Southern  Pacific  Company.  Among  the 
shipments  of  crude  oil  from  Bakersfield  in  November,  11^04,  at  a 
$6  rate,  were  several  V>y  the  Standard  Oil  Company^  to  the  Bartlett- 
Heard  I^ind  and  Cattle  Compan}^  at  Peterson,  which  took  the  same 
tariff  rate  as  Phoenix.  The  local  agent  of  the  Southern  Pacific  Com- 
pany; at  the  Oil  City  Station  (Bakersfield)  furnished  as  his  authority^ 
for  this  $(l  rate  an  advance  notice  authorizing  such  a  charge,  effective 
May  10,  liK>4,  from  Los  Angeles,  Bakersfield,  and  Coalinga  to 
Phoenix,  Tempe,  and  Mesa.  This  is  the  date,  it  will  be  noticed,  on 
which  the  $6  rate  was  reissued  as  applicable  from  Los  Angeles  only. 
No  advance  notice  in  May,  11)04:,  applying  this  $(>  rate  from  Bakers- 
field, could  be  located  in  the  files  of  the  Interstate  Commerce  Commis- 
sion. This,  as  already  stated,  indicated  that  December  27,  1904,  was 
the  earliest  date  at  which  an  ^  rate  on  crude  oil  from  Bakersfield  to  the 
points  mentioned  was  openly  quoted  by  the  Southern  Pacific  Company. 
Furthermore,  tariffs  furnished  by  the  Southern  Pacific  Company  to 
the  Bureau  exactly  agreed  with  those  filed  with  the  IntersUxte  Com- 
merce Commission.  From  all  of  the  above  facts  it  would  appear  that 
the  Standard  Oil  Compan}',  in  making  its  contracts  in  May,  1904,  with 
the  Bartlett-Heard  Land  and  Cattle  Comfmny,  had  been  advised  that  a 
rate  of  $6  per  ton  would  be  applicable  from  Bakersfield. 

The  billing  records  of  the  Southern  Pacific  Company  also  showed 
several  shipments  by  the  Associated  Oil  Company  to  Phoenix  at  a  rate 
of  $6  per  ton  while  its  tariff  rate  was  $8  per  ton.  In  connection  with 
these  charges  that  advance  information  of  reductions  in  rates  has  been 
given  to  favored  shippers,  it  may  be  noted  that  the  billing  records  of 
the  Sante  Fe  system  on  shipments  of  crude  oil  to  various  Arizona 
points  in  several  instances  showed  that  rates  had  been  used  for  some 
days  before  they  were  in  effect  according  to  published  tariffs. 

Section  27.  Explanations  of  favored  interests. 

Representatives  of  the  Standard  Oil  Company  submitted  a  statement 
in  regard  to  the  various  discriminations  in  oil  rates  in  California  above 
outlined.  The  burden  of  this  statement  is  that  the  Standard  Oil 
Company  assumed  that  the  secret  rates  which  it  obtained  were  open 
to  all  alike.  A  similar  position  was  taken  by  the  Associated  Oil  Com- 
pan}'. The  Standard  Oil  Company,  furthermore,  undertook  to  dis- 
miss the  matter  on  the  ground  that  these  rebates  were  on  State  business. 

In  view^  of  the  facts  disclosed  by  this  report,  no  comment  is  neces- 
sary on  these  answers.  It  is  true  that  these  companies  did  not  e5\\5k'^ 
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all  of  the  secret  rates  discovered,  the  benefit  in  some  instances  going 
exclusiveh^  to  the  consignee,  but  it  has  been  conclusivelj'  shown  that 
the  independent  shipper  of  oil,  with  but  very  few  exception's,  was  not 
given  the  benefit  of  these  special  rates,  although  they  were  very  gen- 
erally enjoyed  by  the  Standard  Oil  Company,  and  to  a  less  extent  bv 
the  Associated  Oil  Company. 

Representatives  of  the  Standard  Oil  Company  also  contended  that 
the  oil  business  on  the  Pacific  coast  was  a  new  one,  and  that  before  it 
had  been  systematized  there  were  overcharges,  not  to  the  Standard 
Oil  Company  alone  but  to  everj'one  engaged  in  the  industry.  In  view 
of  what  has  been  shown,  it  seems  hardly  necessary  to  say  that  the  Bureau 
is  fully  aware  of  the  distinction  between  an  overcharge  proper  and  a 
rebate.  The  Bureau  has  examined  hundreds  of  overcharge  claims, 
and  where  these  were  obviously  warranted  because  of  genuine  error 
no  attention  whatever  has  been  paid  to  them  in  this  report.  Further- 
more, most  of  the  important  claims  of  the  Southern  Pacific  Company 
described  in  this  report  were  not  kept  in  the  regular  overcharge-claim 
file,  but  were  kept  in  a  special  file  in  the  custod}"  of  the  general  freight 
agent,  which  file  was  not  submitted  to  an  agent  of  the  Bureau  until 
the  file  first  examined  was  found  to  be  incomplete  and  a  further  request 
made.  The  claim  that  the  oil  business  of  the  Pacific  coast  was  a  new 
one  and  that  tarifl's  had  not  been  s}  stematized  is  hardly'  worthy-  of 
mention.  Moreover,  the  claim  records  of  the  Southern  Pacific  Com- 
pany showed  no  claims  paid  to  fourteen  of  the  principal  refineries  com- 
peting with  the  Standard  Oil  Company,  and  the  general  freight  agent 
of  that  company  admitted  tliat  these  competitors  had  not  received  any 
special  rat(*  from  his  company.  In  fact,  the  only  competin«r  company 
owning  a  rclinery  which  appears  to  have  obtained  such  special  rates 
on  either  the  Southern  Pacific  or  Surita  Fe,  with  one  or  two  very  unim- 
portant exceptions,  was  the  I'nion  Oil  Company:  and  it  has  been  shown 
that  while  this  company  obtained  a  number  of  secret  rates  it  was  at 
the  same  time  flatly  denied  several  such  rates  which  were  allowed  the 
Standard  Oil  Com])any  or  the  Associated  Oil  Company. 

The  ocMieral  position  of  the  railroads  is  that  these  secret  rates  and 
concessions  wei-e  n-mnted  in  order  to  protect  their  revenue  by  holding 
trathc  which  mi^^ht  have  heiMi  handled  by  water  or  pipe  line  or  teams. 
or  which  might  hav(^  been  displaced  by  the  competition  of  other  fuel. 
The  failm*(»  to  ])ublish  such  rates  was  defended  on  the  ground  that 
competing-  carriers,  not  bein<i'  subjfH-t  to  the  jurisdiction  of  the  State 
railroad  connnission,  mi^ht  forci*  still  lower  rates.  The  obvious 
answcM-  to  this  arouuHMit  is  tiiat  the  use  of  secret  rates  in  this  manner 
is  cl(»arly  lial)le  to  serious  discrimination  and  that  such  discrimination 
has  actually  result«Ml  from  tlieiru>e  in  California.  It  has  been  conclu- 
sively shown  that  thesc^  secret  rates  wei'e  applied  in  such  a  way  as  to 
benefit  almost  exclusively  a  few  lartrc  patrons  of  the  railroads. 
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Section  28.  Effect  of  these  diBcriminations. 

It  has  been  shown  that  the  leading  railroads  of  California  have  dis- 
criminated sharply  in  the  rates  charged  upon  petroleum  oil.  The 
Standard  Oil  Compan}-  has  not  been  the  sole  recipient  of  secret  rates, 
but  it  is  apparent  that  that  company  and  its  ally,  the  Pacific  Coast  Oil 
Company,  have  been  more  extensively  favored  than  any  other  shipper. 
Indeed,  these  companies  appear  to  have  obtained  more  favorable  treat- 
ment than  the  Associated  Oil  Company  itself,  despite  the  close  con- 
nection of  that  concern  with  the  Southern  Pacific  Company.  This 
may  be  due,  in  part,  to  the  fact  that  the  payment  of  rebates  to  the 
Associated  Oil  Company  by  the  Southern  Pacific  Company  is  largely 
a  matter  of  transferring  money  from  one  pocket  to  another,  to  the 
extent  that  the  Associated  Oil  Company  is  owned  by  the  Southern 
Pacific  Company,  and  that  there  is  no  especial  inducement  to  the 
Southern  Pacific  to  pa}^  money  to  the  Associated  Oil  Company  foa*  the 
purpose  of  paying  dividends  on  stock  held  by  outsiders.  As  will 
be  shown  later,  the  Associated  Oil  Company  has  received  favors 
of  another  sort,  particularly  in  respect  to  facilities,  which  cost  the 
Southern  Pacific  nothing  to  grant  except  the  good  will  of  miscel- 
laneous shippers. 

It  is  especially  clear  that  the  average  producer  was  wholly  denied 
the  secret  rates  thus  granted  the  Standard  Oil  Company  and  a  few 
other  favored  patrons  of  the  railroad.  Independent  shippers,  on  ask- 
ing for  rates,  have  been  quoted  the  full  tariff  charges  at  the  same  time 
that  the  secret  rates  have  been  granted  to  a  favored  few.  The  osten- 
sible policy  of  quoting  secret  rates  to  the  consignee  only  has  been 
departed  from  when  the  Standard  Oil  Company  was  the  shipper,  "f  he 
result  of  these  discriminations  has  been  to  exclude  the  independent 
producer  from  securing  business  which,  under  equal  freight  rates,  he 
would  have  obtained.  Furthermore,  by  thus  limiting  his  market,  they 
have  forced  the  independent  producer  to  a  greater  and  greater  extent 
to  sell  his  product  to  one  or  two  large  companies  which  secured  such 
secret  rates.  That  the  advanttige  thus  secured  by  large  producing 
interests,  like  the  Sbmdard  Oil  Company,  has  l)een  a  factor  in  depress- 
ing the  price  paid  the  independent  producer  for  his  oil,  there  can  be 
no  reasonable  doubt. 

Much  stress  has  been  laid  b}^  representatives  of  the  Standard  Oil 
Company  on  the  fact  that  consumers  obtain  the  l)enefit  of  secret  rates 
in  the  form  of  lower  prices  for  oil.  It  can  not  be  emphasized  too 
strongly  that  this  is  no  excuse  for  a  secret  rate.  Particularh^  is  this 
true  because  of  the  fact,  already  noted,  that  the  price  of  crude  oil  in 
California  is  undoubtedly  low,  and  especially  so  on  the  basis  of  its  fuel 
value  as  compared  with  coal.  The  independent  producer  is  obviously 
entitled  to  the  same  rates  under  the  same  conditions  as  those  obtained 
by   the  Standard  Oil  Company  or  any  otUviY  W^"^  e,QiW^<^xw,    'XN^r* 
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injustice  of  granting  secret  rates  to  these  large  interests  is  in  no  way 
mitigated  by  the  fact  that  the  benetit  was  passed  on  to  the  consumer. 
The  important  consideration  involved  is  that  these  secret  I'ates  directly 
contributed  to  give  the  favored  shippers  a  dominating  influence  in  the 
industry.  Indeed,  it  appears  that  these  rebates  were  especially  desired 
for  this  purpose  rather  than  for  the  actual  amount  of  money  involved 
in  the  rebate  itself. 

VI.  OPEN  ARRANGEMENT  OF  CALIFORNIA  OH.  RATES. 

Section  29.  Grude  oil  rates  from  Bakersfield  to  San  Francisco. 

The  principal  fuel-oil  markets  in  California  being  in  San  Francisco 
and  Los  Angeles  and  their  inunediate  vicinit}',  and  the  largest  fuel-oil 
field  being  at  Kern  River,  just  outside  of  Bakersfield,  it  naturally  fol- 
lows that  interest  in  railroad  rates  on  crude  oil  in  California  is  largely 
centered  in  the  charges  from  Bakersfield  to  San  Francisco  and  Lo?? 
Angeles.  For  some  time  before  the  development  of  the  Kern  River 
field  no  specific  tariffs  on  crude  oil  were  in  effect  to  San  Francisco, 
crude  oil  simply  taking  the  class  rate.  In  1897,  however,  a  commod- 
ity tariff  was  put  into  effect  by  the  Southern  Pacific  naming  a  rate  of 
1.2  cents  per  gallon  on  crude  oil  between  Bakersfield  and  San  Fran- 
cisco, and  in  April  of  the  following  year  the  charge  was  reduced  to  1 
cent  a  gallon.  This  lower  rate  was  not  satisfactory  to  shippers,  and 
in  1902  the  California  State  Railroad  Commission  ordered  a  further 
reduction  of  10  per  c(»nt,  making  the  rate  9  mills  per  gallon,  or  :37> 
cents  per  barrel,  not  including  a  switching  or  local  charge  from  the 
fioKi  into  BakcMstield  proper  or  the  state  toll  at  San  Francisco.  The 
history  of  the  crud(*-oil  rate  from  Bakersfield  to  San  Francisco  ha-* 
th(M*efore  been  as  follows: 

IVior  to  Jiiii.  1 ,  1 897 Cla.ss  rate. 

Jan.  1,  1897.  to  Apr.  1<>,  1898 1.2<-  per  pil.,  or  50.4c  jx^r  bhl. 

Apr.  1<),  1898,  to  May  (>,  1902 Ic  per  j^al.,  or  42c  per  bhl. 

]May  t»,  1902,  to  the  i)rest'nt  time 9  mills  i>er  gallon,  or  37. S<^  per  h]A. 

At  r>27).V  pounds  to  the  barrel,  the  rate  of  87.8  cents  j>er  Ixariol 
is  0(inivalent  to  about  11^  routs  a  hundred  pounds.  This  charge 
for  a  haul  of  :n4  miles  amounts  to  a))out  7A  mills  per  ton  per  mile. 
As  it  a|)|)li(\^  over  a  route  which  involves  heavy  grades  for  a  part  of 
tli(*  (lislance,  it  can  not  be  regarded  as  (»xeessive.  Hv  way  of  coin- 
])ari^on  it  may  be  noted  that  tlu*  rate  on  crude  oil  from  Kan.sjis  City 
to  St.  Louis,  a  distance  of  i^TT  miles,  is  IT  cents  per  hundred  pound-. 
I'nder  the  new  maximum  rate  law  in  Kansas,  which  is  generally 
reganhnl  as  very  liberal  to  tiie  shippei*,  the  charge  for  a  314-niile  haul 
would  be  \'2}i  cents  per  IuukIimmI  pounds,  or  about  the  same  as  the 
rate  from  Bakerstield  to  San  Francisco  after  adding  switching  chaige 
and  State  tolls. 
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It  must  l>e  conceded,  from  these  comparisons,  that  as  far  as  the  rat!e 
from  Bakersfield  to  San  Francisco  is  concerned  shippers  have  no  seri- 
ous ground  for  complaint.  The  railroad  companies,  on  the  other  hand, 
contend  that  the  mte  is  undul}^  low.  An  officer  of  the  Santa  Fe,  in 
discussing  this  subject,  said: 

The  Kern  River  field  came  in  after  the  Los  Angeles  and  the  Coalinga  fields  and  pro- 
duced oil  much  cheaper  than  either.  Some  years  previously  a  few  carloads  of  oil 
were  produced  in  the  vicinity  of  Bakersfield,  and  a  commodity  rate  of  42  cents  per 
barrel  to  San  Francisco  ha<i  l)een  made  to  encourage  development.  This  rate,  which 
wafi  \et*8  than  one-half  the  regular  tariff  rate,  was  in  effect  when  the  field  began  its  real 
production.  In  a  short  time  Kern  River  oil  was  selling  in  San  Francisco  at  75  cents 
per  barrel.  But  the  production  increased  enormously,  and  the  stmggle  between  the 
pnxlucers  for  the  trade  drove  the  price  down  until  it  got  below  the  cost  of  produc- 
tion. After  considerable  agitation  throughout  the  State  concerning  the  lack  of  profit  ^ 
in  the  business  complaint  was  filed  against  the  railroads  with  the  board  of  railroad 
commissioners,  the  hearing  of  which  resulte<l  in  reducing  the  rate  from  42  cents  per 
barrel  to  37.8  cents.  This  did  not  help  the  producer,  as  the  price  at  San  Francisco 
fell  a  number  of  cenU'  corresponding  with  the  retluction  in  the  freight  rate.  The 
reduction  was  unfair  to  the  carriers  and  unnecessary,  as  oil  delivered  in  San  Fran- 
cisco at  $1  per  barrel  would  drive  out  coal.  At  $1  per  barrel  the  producer  could  well 
afford  to  pay  42  cents  freight  rate  and  realize  a  handsome  profit. 

Rate  on  crude  oil  from  Bakersfield  to  Los  Angeles. — At 
the  time  that  the  Kern  River  producers  endeavored  to  get  a  reduction 
in  the  rate  from  Bakersfield  to  San  Francisco,  an  effort  was  also  made 
to  secure  a  reduction  in  the  rate  to  Los  Angeles.  Objection,  however, 
was  made  by  producers  in  southern  California,  who  desired  to  protect 
themselves  against  the  competition  of  the  Kern  River  oil.  The  rate 
to  Los  Angeles  was  left  undisturbed  at  1.2  cents  per  gallon  until  June, 
1904,  when  it  was  reduced  to  the  San  Francisco  rate  of  9  mills  per 
gallon.  The  haul  from  Bakersfield  to  Los  Angeles  is  168  miles,  but 
grades  are  very  heavy  over  this  route,  and  the  population  scattered. 

High  chak(;e8  for  short  hauls.  —While  the  rate  of  9  mills  per 
gallon  from  Bakersfield  to  San  Francisco  can  not  be  regarded  as  ex- 
cessive, there  was  ver}'  general  complaint  over  the  policy  of  the  rail- 
roads in  applying  the  same  rate  to  all  intermediate  points.  Thus,  the 
shipper  at  Kern  River  cun  not  reach  a  point  only  ICKJ  miles  from  Bakers- 
field for  any  smaller  charge  than  he  can  ship  all  the  way  to  San  Fran- 
cisco or  I^s  Angeles.  In  other  words,  the  9-mill  rate  is,  for  a  long 
distance  from  Bakersfield  either  north  or  south,  virtually  a  blanket 
rate.  The  objections  of  Kern  River  producers  to  this  blanket-rate 
making  appear  to  have  substantial  foundation.  In  the  making  of 
commodity  rates,  it  is  a  common  practice  to  largely  ignore  differences 
of  distance  in  order  to  put  two  producing  points  on  an  e<iual  footing 
\(^ith  respect  to  important  markets.  But  the  applimtion  of  the  sjime 
rate  to  all  intermediate  points  as  to  a  distant  market  is  a  different 
matter.  As  the  distance  from  the  shipping  point  increases,  uni- 
formity of  rate  Ijecomes  less  and  less  inequitable;  huttWvk.\\»V\vL^N\vivv  ^^. 
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the  San  Francisco  rate  to  points  in  the  immediate  vicinity  of  Bakers- 
field  can  not  be  defended  on  recognized  principles  of  rate-making. 

Dissatisfaction  over  this  imposition  of  a  blanket  rate  was  undoubt- 
edly aggravated  by  the  fact  that  in  some  distant  and  important  markets! 
a  few  large  distributors  of  oil  secured  contracts  at  prices  so  low  as  to 
lead  to  the  very  general  belief  that  the\'  enjoyed  secret  favors  from 
the  railroads;  a  belief  which,  as  this  report  shows,  was  well  founded  in 
many  instances.  The  application  of  the  San  Francisco  rate  to  markets 
almost  at  the  door  of  the  Kern  River  producer,  even  thoug^h  the  rate 
was  ostensibh'  open  t*)  all  producers,  increased  the  dissatisfactioD 
arising  from  these  apparent  advantages  to  powerful  competitors  in 
distant  markets. 


/ 


Section  30.  Arrangement  of  rates  from  Eichmond  on  crude  or  fael  oil. 

Without  entering  into  a  detailed  discussion  of  the  merit  of  this 
blanket  rate,  it  may  be  noted  that  a  very  different  method  of  arranging 
crude-oil  tariffs  is  employed  from  Richmond,  the  northern  terminus 
of  the  Pacific  Coast  (Standard)  Oil  Company's  pipe  line  from 
the  Kern  River  field.  From  Richmond  the  rates  on  crude  oil  to 
nearby  points  in  most  cases  vary  with  the  distance,  aS  may  be  seen 
from  the  following  table,  compiled  from  the  1904  '^  Y"  tariff  of  the 
Southern  Pacific  Company: 

CRUDE   OIL   RATES  OF  THE  SOUTHERN    PACIFIC  COMPANY  FROM   RICHMOND.  CAL.,  TO 

VARIOUS  POINTS,  1904. 


Approxi- 
iimtc   <liv 

imtii 


Fn-iu'ht 
From  Riclunoml  to—  Vn.'tn         ^'^'''  •*''"  From  Kitluiumil  t<>- 
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San  Frimci^^co U»  1. '.•■'>  Santa  ("ru/. 
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Napa :>•'•  :••  ■'»"  Mary^vill*' . 

SniMin :■-'>  J.t'^l       Chico 

Livmiior.- :^  ♦'..  1\»  lir.l  HliitT  . . 

Walnut  (nek :;*.*  ♦'..!".»  Kim). line  .. . 

Sto.ki<.n  f.s  :..<.»:. 


Ai»pn>xi- 
1      Rioh      i 

Fi\'i>jht 
nttf  i-t-r 
KHllon 
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1 
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'               70 

7.14 

i                ^"^^ 

6  96 

89 

.'rvk7 
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■»  * 

I7H 

10.70 

1                -In   ' 

14.  J^ 

1             i-V) 

it..<^ 

Tlx'  method  of  ;irr:iii«iiii<:-  cnulc  oil  vwW^  from  Kichmond,  tlicrcf<)rt\ 
contrast-^  \t'iv  shaiply  with  that  adoptt'd  from  Hak(M*stiold  to  pi>ints  iu 
the  imnnMliatr  \  iriiHi.v  of  the  Kcni  l{iv(M'  fichl,  and  there  i>  no 
apparent  jii>tilication  for  this  ditlVmirc  of  policy.  Without  knowinj; 
the  exact  cost  of  piping"  oil  from  Kern  IJiver  to  Kiclnnond  throui^di 
the  Pacific  ('oa>t  Oil  Company's  pipe  line,  the  precise  advanta^^e 
ohtaincil  l>y  the  Standard  Oil  int(M'(»>ts  in  reachin*:  markets  in  the 
vicinitN'  of  San    Franc.i>co  can   not    hc^  aceuratelv   stated.     The   Keni 
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River  crude  is  a  very  heav}',  thick  oil,  and  groat  difficulty  has  been 
experienced  in  sending  it  through  pipe  lines.  In  the  case  of  the  Coal- 
inga  oil,  which  is  a  much  lighter  product,  the  cost  of  piping  is  but  a 
small  fraction  of  the  railroad  charge  of  87.8  cents  per  barrel.  The 
actual  operating  exi>ense  of  piping  oil  from  Coalinga  to  San  Francisco, 
without  allowance  for  depreciation  or  interest,  can  be  safely  estimated 
from  data  obtained  by  the  Bureau  at  not  much  over  3  cents  per 
barrel. 

The  use  of  a  graduated  scale  of  i-ates  from  Richmond  to  nearby 
points  therefore  unquestionably  gives  the  Standard  Oil  interests  a 
decided  advantage  over  the  Kern  River  shipper  in  reaching  such  mar- 
kets. It  seems  probable  that  this  advantage  in  itself  is  justified  by  the 
nmch  greater  proximity  of  Richmond  to  the  markets  in  question;  but 
this  implies  in  turn  that  the  same  basis  of  adjustment  should  have  been 
adopted  in  the  case  of  markets  near  the  Kern  River  field.  Therefore, 
even  granting  that  the  use  of  a  blanket  rate  is  proper  in  itself,  there 
is  undoubtedly'  discrimination  in  applying  that  arrangement  from 
Bakersfield  while  using  a  graduated  tariff  from  Richmond. 

Section  31.  General  arrangement  of  rates  on  crude  oil  to  Arizona  and 
other  distant  points. 

The  policy  of  blanket-rate  making  is  also  extensively  employed  on 
shipments  to  Arizona,  where  a  large  amount  of  crude  oil  and  of 
residuum  from  refineries  is  used  for  fuel  purposes.  The  tariff  rate 
of  $^)  per  ton  from  Bakersfield  to  Tombstone,  Ariz.,  is  applied  to 
practically  all  intermediate  sttitions  east  of  the  California-Arizona 
boundary  line.  Thus  this  rate  applied  in  1904  over  the  Southern 
Pacific  from  Bakersfield  to  Yuma,  a  distance  of  417  miles,  as  well  as  to 
Tombstone,  a  distance  of  700  miles.  In  the  case  of  the  Santa  Fe,  the 
rate  from  Bakersfield  to  Needles,  a  distance  of  310  miles,  wits  the  same 
as  to  Phoenix,  a  distance  of  H64  miles.  In  adjusting  rates  *)etween 
distant  points,  the  increase  in  the  rate  as  the  distance  increases  is  usu- 
ally less  in  proportion  than  for  shorter  distances,  but  the  principle  of 
ignoring  differences  for  the  longer  hauls  has  in  these  instances  been 
practiced  to  an  unwarranted  degree. 

Section  32.  Eates  on  refined  oil  from  San  Francisco  Bay  points. 

The  open  arrangement  of  rates  on  refined  oil  in  California  is  in  many 
instances  very  ine(|uitable.  As  an  illustration,  the  rates  from  the 
various  refining  ix)ints  in  the  vicinity  of  San  Francisco  may  be  com- 
pared. There  are  seven  oil  refining  companies  on  or  near  San  Fran- 
cisco Bav*.  These  are  the  Pacific  Coast  Oil  Company  at  Richmond, 
the  Capitol  Refining  Company  at  Stockyards,  the  Cnion  Oil  Company 
at  Oleum,  the  Western  Oil,  Refining  and  Manufacturing  Company 
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at  Rodeo,  the  Bulls  Head  Oil  Works  at  Martinez,*  the  Pacific  States 
Refineries  at  Fruitvale,  and  the  Pai-affin  Paint  Company  at  Oakland. 
The  distance  of  these  various  refining  points  from  San  Francisco 
varies  from  10  to  30  miles.  On  the  basis  adopted  by  the  Southern 
Pacific  Company  in  making  commodity  rates  on  crude  oil,  most  of 
these  various  refineries  should  reach  that  market  on  an  equal  basi^. 
Instead  of  such  an  equalization  of  rates,  however,  a  distinct  advantage 
has  been  enjoyed  by  the  Standard  Oil  Company.  Thus,  from  its 
refinery  at  Richmond  the  rate  on  refined  oil  to  San  Francisco  wa-^  ii 
cents  per  hundred  pounds,  whereas  several  independent  refineries  in 
the  same  vicinity  were  charged  4  cents  per  hundred  pounds. 

These  inequalities  have  been  a  source  of  much  complaint,  but  until 
the  investigation  of  the  Bureau  was  commenced  the  complaints  appear 
to  have  received  little  attention  from  the  Southern  Pacific  Company. 
Subsequently  that  company-  modified  its  tariffs  to  a  considerable 
extent,  putting  these  competing  points  on  a  more  nearly  equitable 
basis.  For  instance,  the  Capitol  Refining  Company  at  Stockyards 
had  for  a  long  time  paid  4  cents  per  hundred  pounds  on  carload  ship- 
ments of  refined  oil  into  San  Francisco,  but  the  charge  from  Rich- 
mond into  San  Francisco  was  only  2^  cents  a  hundred  pounds.  On 
June  23,  1905,  the  rate  from  Stockyards  was  made  2 J  cents,  the  same 
as  from  Richmond.  When  the  discrepancies  in  rates  from  various 
refining  points  to  San  Francisco  were  called  to  the  attention  of  an 
officer  of  the  Southern  Pacific,  he  admitted  that  there  was  ''no  reason 
w^hy  th(\se  refineries  should  not  be  placed  on  an  equality.  *  If  other 
people  had  asked  for  tliis  rate  from  those  other  points  you  speak  of/' 
he  said,  *' we  would  have  been  just  as  willing  to  make  it  50  cent^  a  ton 
as  we  were  from  Point  Richmond.''  In  answer  to  this  statement,  it 
may  be  stated  that  several  independent  refiners  in  the  vicinity'  of  San 
Francisco  Bay  had  endeavored  to  obtain  the  same  rates  which  the 
Standard  Oil  Company  enjoyed  from  Richmond,  but  without  succe>s. 

Ratks  on  refinki)  oil  to  San  Jose. — The  open  rate  on  refintnl  oil 
in  carloads  from  Richmond  to  San  .lose  was  for  a  long  time  71  cents 
per  hundred  pounds,  and,  as  j)reviously  shown,  the  Standard  Oil  Com- 
pany obtained  a  rebate  to  the  basis  of  <>  cents.  The  rate  from  Stock- 
yards to  San  flose  at  the  same  time  was  10  cenLs.  The  Capitol  Re- 
tinin<x  Company  made  frecjuent  cirorts  to  secure  a  reduction  of  this 
rat(\  but  it  was  not  until  May,  11^)."),  or  ai)out  two  months  after  the 
investi<^ati()n  of  the  oil  industry  in  California  had  b(»en  actively  com- 
menced, that  th(»  (>-((Mit  rate  was  applied  from  Stockyards. 

The  lo-ccnt  rate  from  Stockyards  was  particularly  unjust  In^cause 
it  was  really  the  sum  of  the  local  rate  of  4  cents  from  Stockyards  to 
San  Francisco  and  a  ♦>-c(Mit   rate   from   San   Francisco   to   Sau  tJose. 
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whereas  the  distance  to  San  Jose  is  less  from  Stockyards  than  from 
San  Francisco.  The  actual  movement  of  the  oil  was  not  by  way  of 
San  Francisco,  but  direct  from  Stockyards. 

Rates  on  refined  oil  to  San  Luis  Obispo. — The  rate  obtained 
by  the  Standard  Oil  Company  on  refined  oil  in  carloads  from  Rich- 
mond to  San  Luis  Obispo  in  1904  was  22  cents  a  hundred  pounds, 
whereas  the  rate  from  Stockyards  to  San  Luis  Obispo,  as  late  as 
March,  1905,  was  31^  cents.  On  March  17, 1905,  the  Southern  Pacific 
Company  flatly  declined  to  make  a  lower  rate  from  Stockyards  to 
San  Luis  Obispo,  as  will  be  seen  from  the  following  copy  of  a  letter 
by  the  general  freight  agent  of  the  Southern  Pacific  to  the  Capitol 
Refining  Company,  which  has  it*<  refinery  at  Stockyards: 

Southern  Pacific  Company, 

General  Frekiht  Department, 

San  hVanciscOj  March  17,  1905. 
The  Capitol  Refining  Co.,  City, 

Gentlemen:  Referring  to  recent  call  of  your  Mr.  Spiers  and  request  for  rate  on 
refined  oil  from  Stockyards  to  San  Luis  Obispo: 

Current  rates  are:  On  refined  oil,  in  carloads,  31i  cents  per  100  lbs.,  30,000  lbs. 
minimum,  and  on  less  than  carloads,  48^  cents  per  100  lbs. 

We  have  given  the  question  of  modification  of  these  rates  consideration,  but  regret 
that  we  can  not  see  our  way  clear  to  do  so. 

Yours  truly,  G.  VV.  Luce. 

Subsequently  the  Southern  Pacific  made  a  rate  of  27^  cents.  This 
was  after  the  (^pitol  Refining  Company  had  made  a  shipment  into  KSan 
Luis  Obispo  by  steamer.  In  May,  li)05,  the  Southern  Pacific  Com- 
pany voluntarily  made  a  rate  of  22  cents,  as  will  be  seen  from  the  fol- 
lowing copy  of  a  letter  by  Mr.  Luce  to  the  Capitol  Refining  Company: 

In  reply,  refer  to  C-l  10-269. 

Southern  Pacific  Company, 

General  Freight  Department. 

San  Francisco,  May  24,  1905. 
The  Capitol  Refining  Co., 

Rialto  Bldg.,  City. 
Gentlemen:  Referrinj?  to  recent  vinit  of  your  Mr.  Spiers,  in  connection  with  rates 
on  petroleum  and  it«  products  from  Stockyards  to  San  Luis  Obispo : 

Would  advise  that,  effective  Jime  Ist,  we  are  establishing  a  rate  of  6c.  i>er  100 
pounds  on  petroleum  and  iU  products,  carloads,  15-ton  minimum,  from  St<x*k yards 
to  San  Jose,  which  rate,  used  in  connection  with  the  rate  from  San  Jose  to  San  Luis 
Obispo  of  16c.  per  100  lbs.,  will  permit  a  through  rate  from  Stockyartls  to  San  Luis 
Obispo  of  22c.  j>er  100  lbs.  Under  this  rate  we  trust  that  you  will  do  considerable 
business. 

Yours  truly,  G.  VV,  LrcE. 

This  rate  of  22  cents  to  San  Luis  Obispo  was  quoted  in  the  Southern 
Pacific  Company's  •'' Y"  tariff  on  May  11,  1W5,  being  a  combination 
of  the  6  cent  mte  to  San  Jose  (printed  at  the  same  time)  with  a  rate 
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of  16  cents  from  San  Jose  to  San  Luis  Obispo.  It  wAs  not  until  thi^ 
late  date  that  the  independent  refinery  at  Stock^^ards  was  put  on  an 
equality  with  the  Standard's  plant  at  Richmond.  It  is  proper  to  note 
that  the  investigation  of  the  Bureau  in  California  was  comment^ 
about  May  1,  1905. 

Thevse  are  but  representative  instances  of  discrimination  between 
localities  in  oil  rates  in  California.  It  should  be  noted,  however,  that 
as  far  as  refined  oil  is  concerned  the  open  arrangement  of  rates  is  a 
less  important  matter  than  in  the  Kast,  because  on  the  Pacific  coast 
refined  oil  is  very  extensivel}^  shipped  at  the  fifth-class  rate,  and  there- 
fore takes  the  same  charges  as  those  assessed  on  a  large  number  of 
other  commodities. 

Section  33.  Switching  charges  on  the  Pacific  coast. 

Occasional  waiving  of  such  charges. — The  policy  of  leading 
railroad  companies  on  the  Pacific  coast  in  the  imposition  of  switching 
charges  is  in  sharp  contmst  with  that  of  eastern  systems.  Eastern 
roads  ver}'  generally  absorb  switching  charges  at  destination  and 
at  point  of  origin  on  business  that  can  properly  be  considered  com- 
petitive— that  is,  business  which  could  be  routed  over  more  than 
one  road.  The  absorption  of  switching  at  destination  is  almost  uni- 
versal in  competitive  territory,  so  that  a  consignee  is  seldom  obliged 
to  pay  a  switching  charge  in  order  to  have  a  car  placed  on  his  pri- 
vate siding  in  any  large  city,  even  though  that  siding  be  on  a  road 
not  enjoying  the  through  haul  of  the  freight.  On  the  Pacifi<»  ooa<t, 
on  the  other  hand,  the  consignee  in  many  cases,  particularly  in  the 
larger  cities,  is  assessed  a  switching  cliarge  to  his  private  ti^ack  even 
by  the  railroad  wliich  has  the  benefit  of  the  haul;  that  is  to  say.  at 
such  points  thc^  railroad  makes  a  separate  charge  for  placing  a  car  on 
the  private  track  of  a  consignee,  regardless  of  the  amount  of  revenue 
previously  derived  from  the  fn^ight. 

This  atl'ects  nearly  all  commodities  with  the  exception  of  lumber  and 
coal.  Further  than  this,  in  case  the  consignee  is  located  on  the  track 
of  a  rival  road,  it  frciiiiently  occurs  in  California  that  the  initial  road 
refus(\^  to  transfer  the  car  to  its  competitor,  even  foi*  a  considenition. 

The  gen(M'al  policy  of  the  Southern  Pacific  Company  in  regard  to 
switching  was  stated  hv  its  gernMal  freight  agent  as  follows: 

S\N  itchin^^  of  S2..'>0  jKT  car,  reLM n  1  U-ss  ot  \Nt'iL'l»t,  is  char^e<l  at  all  iK^int^:  where 
sNvitrhintr  cnijines  arc  inaiiitaincd  for  the  purpose,  cxce]>tinir  when  s\vit«^hinir  is  |>er- 
f()riHc<l  l)y  train  engines,  when  there  is  n<»  chanje  nia<le  for  such  service. 

The  assistant  freight  tiallic  intinag<'r  of  the  Santa  Fe  system  derintni 
the  general  switching  i>oIicv  on  it>  coast  lines  as  follows: 

The  L^eneral  rule  of^thc  Santa  Fe  is  tn  cliar^^e  for  switclunjiat  all  points  when.'  we 
maintain  a  switchin^'cnizine  t(»  switch  cai^s  to  pri\ate  indiistries.  We  have  to  nuikc 
8on»e  exceptions.      Where  we  can  switcli   hy  roa«l  en;:nie  usually  no  eliarjje  i.**  inaile. 
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These  switching  charges  to  private  spurs  are  peculiar  to  this  State.  Why  the  charge 
is  not  made  in  other  States  I  do  not  know;  very  probably  it  is  a  result  of  reckless 
competition  of  the  past.  We  do  not  have  the  same  kind  of  competition  in  California 
that  we  have  in  the  East;  there  are  not  so  many  roads. 

Inasmuch  as  both  the  Southern  Pacific  and  the  Santa  Fe  make 
no  charge  for  switching  where  the  service  is  performed  by  train 
engine,  it  follows  that  switching  is  free  at  a  large  number  of  small 
points  throughout  the  State.  The  charge  applies  mainly  to  large 
cities  where  engines  are  maintained  specially  for  switching  service. 
In  the  case  of  the  Santa  Fe  the  principal  points  w  here  a  switching 
charge  is  imposed  are  San  Francisco,  Los  Angeles,  San  Bernardino, 
and  San  Diego.  An  officer  of  the  Santa  Fe,  when  asked  wh}^  his  road 
had  selected  these  points  for  the  imposition  of  a  charge,  said: 

I  will  tell  you  one  reason:  The  service  is  very  expensive  in  San  Francisco,  Los 
Angeles,  and  San  Diego.  We  have  to  provide  a  lot  of  cars  for  yards,  and  the  taxes 
are  higher  and  general  expense  is  greater.  That  is  one  of  the  main  reasons  why  a 
switching  charge  is  put  on.  The  .saving  of  cost  to  the  8hipi)er  is  greater,  of  course, 
in  the  large  cities,  because  the  teaming  charges  are  higher.  They  are  just  clamoring 
to  get  on  switi^hes  in  San  Francis<*o  and  pay  switching  charges  of  $2.50,  as  against 
teaming  charges  of  $15  per  car. 

The  Southern  Pacific  imposes  a  switching  charge  more  generally. 
Both  roads  make  a  number  of  exceptions.  Thus,  at  Stockton  switch- 
ing to  a  private  spur  is  performed  by  both  lines  without  charge,  even 
though  a  switching  engine  is  maintained  for  the  purpose.  In  this 
case  all  shippers  are  on  equal  footing. 

The  Southern  Pacific  Company  also  waives  a  switching  charge  at 
Oxnard.     An  officer  of  the  company  said  of  this  ca.se: 

It  is  one  of  the  excepted  cases.  The  husiness  is  quite  heavy  and  we  would  need  a 
switching  engine  for  our  own  business  there,  and  we  can  do  switching  for  other 
people  without  additional  cost. 

The  manager  of  the  American  Beet  Sugar  Company  at  Oxnard  said: 

The  factory  site  of  the  American  Beet  Sugar  Company  consists  of  100  a<*re8,  and 
all  the  tracks  inside  the  pro|)erty  l)eK)ng  to  the  comjyany.  TITe  Southern  Pacific 
spots  cars  at  the  company^s  unloading  iH>int,  a))out  one-eighth  of  a  mile  from  the 
main  line,  using  a  ntsal  engine  with  the  local  crew  to  put  the  cars  in,  except  during 
the  operating  seas<»n— a  train  running  from  Nordhoff  to  I>08  Angelen.  During  the 
operating  season  they  keep  a  swit^'hing  engine  here  in  the  yanl  all  the  time.  This 
switching  is  done  on  other  conniiodities  Viesides  oil.  No  switching  chargi*  is  made 
by  the  Southern  Pacific. 

In  view  of  the  very  substantial  rebate  which  the  American  Beet 
Sugar  Companv  secured  on  shipments  of  crude  oil  from  the  Kern 
River  field,  the  suspension  of  the  switi'hing  charge  here  rais(\s  the 
suspicion  that  it  was  largely  intended  as  a  further  concession  to  this 
company. 

A  case  of  discriniination  in  switching  charges  on  the  part  of  the 
Southern  Pacific  was  also  discovered  at  Los  Angeles.     Mr^.  K.  A. 
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Summers,  an  oil  dealer  at  this  point,  instead  of  paying  the  full  charge 
of  $2.50  per  car,  obtained  a  concession  from  this  charge  in  the  case  of 
small  cars.     Her  explanation  of  the  concession  was  as  follows: 

A  Southern  Pacific  tank  car  holds  150  barrels  and  a  Santa  Fe  225.  The  switching 
charge  is  $2.50  per  car.  This  would  make  the  oil  shipped  to  me  in  a  Southern 
Pacific  car  cost  more  than  oil  shipped  in  a  Santa  Fe  car.  The  Southern  Pacific  Com- 
pany agreed  to  e<iualize  this  for  me  and  refund  the  difference,  ptaying  me  always  in 
cash.  I  send  my  switching  receipts  to  the  agent  of  the  Southern  Pacific  and  he 
sends  one  of  his  clerks  to  me  with  the  money.     This  saves  me  about  $100  a  month. 

The  Southern  Pacific  also  waives  a  switching  charge  at  San  Jose 
for  the  Associated  Oil  Company.  This  was  done  b^'  means  of  a 
rebate,  the  Associated  Oil  Company  submitting  claims  for  refund  of 
switching  paid  at  that  point  at  the  rate  of  $2.50  per  car.  According 
to  the  Southern  Pacific,  this  refund  was  intended  to  put  oil  on  an 
equality  with  coal,  which  pays  no  switching  charge.  An  officer  of 
the  company  said: 

The  Associate^l  Oil  Company  are  distributers  of  oil  in  San  Jose.  They  do  nut 
consume  oil.  Thus  they  must  sell  it  in  order  to  meet  their  fuel  deliveries,  and  it 
must  be  placed  as  nearly  as  possible  on  the  same  rate  basis  as  other  fuel  deliveriee. 
Not  making  a  switching  charge  on  coal,  we  do  not  charge  for  switching  oil. 

The  discrimination  in  this  case  is  shown  in  part  by  the  fact  that 
no  switching  charges  of  this  character  are  imposed  upon  coal  in 
California.  Fuel  oil  being  a  competitive  commodity,  producers  allege 
that  it  should  be  accorded  the  same  treatment  as  coal,  especially 
because  of  the  low  price  obtained  for  oil.  The  answer  of  the  railroads 
is  that  the  oxeiiiption  of  coal  from  switching  charge,^  is  a  matter  of 
custom,  and  that  freight  rates  on  oil  to  large  markets  like  San  Fran- 
cisco arc  low.  The  more  important  discrimination  is  that  ail  8hipper> 
of  oil  were  not  tn\Hted  alike. 

SWTTCHINU  CIIAHCJES  IN    THE    IVERN    RiVEU    FlELD. — RatCS    OH    crudo 

oil  from  the  Kern  River  field  and  from  the  McKittrickand  Sunset  tieKi> 
are,  as  a  rule,  based  on  Hakersfield.  A  local  charge,  which  is  gener- 
ally spoken  of  as  a  switching  charge,  but  which  is  really  in  the  naturt* 
of  a  taritl',  is  added  to  the  rate  from  Bakerstield  to  destination.  It  i> 
the  contention  of  the  railroads  that  they  aim  to  put  the  McKittrick  field 
on  a  substantial  e(|uality  with  the  Kern  River  field,  although  the  latter 
is  only  al)out  10  miles  from  Bakerstield,  whereas  ^h•Kittrick  is  ;^> 
mil("s  distant.  In  contrast  with  this  j)olicy  of  ignoring  a  distance  of  sav 
20  miles  between  two  tiehis.  tlie  railroads  vary  rates  sharply  as  between 
points  in  the  Kern  River  ti(»l<l  itself.  The  switching  charge  from  th^ 
McKittriek  field  to  Ikkerslield  is  3;^  cents  per  barrel.  Jn  the  Kern 
River  tield  it  varies  from  2^  cents  to  4ii  cents  j)er  barrel.  The  lower 
rate  is  enjoyed  by  the  Standard  Oil  Company  and  l)y  sevenil  inde- 
pendent producers  located  on  the  main  spur  in  this  field.  It  is  true 
that  tli(*  loading  rack  of  the  Standard  Oil  Company  is  at  the  end  of 
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the  Kern  River  field  nearest  to  Bakersfield.  But  the  addition  of  li 
cents  to  2  cents  per  barrel  because  of  a  ditference  of  perhaps  8  or  4 
miles  in  distance  can  be  re^rded  only  as  an  unwarranted  discrimi- 
nation a^iinst  independent  shippers  in  the  more  distant  parts  of  the 
field,  and  particular!}^  in  view  of  the  policy  of  ignorintf  distance  in 
the  case  of  the  McKittrick  and  Sunset  fields. 

The  Kern  River  field  has  been  the  source  of  an  immense  trafiic  to 
both  the  Santa  Fe  and  the  Southern  Pacific,  and  this  traffic,  generally 
speaking,  takes  a  long  haul.  It  might  reasonably  be  assumed,  there- 
fore, that  the  railroads  would  be  extremely  hMiient  in  any  local  charges 
in  the  field  itself  for  the  collection  of  this  oil.  Instead  of  that,  as  just 
stated,  the  lowest  switching  charge  is  2'i  cents  per  barrel,  and  in  one 
section  of  the  field  the  charge  rises  to  4ii  cents  per  barrel.  The  field  price 
of  crude  oil  at  Kern  River  in  11U)4  was  but  little  more  than  17  cents  per 
barrel.  The  railroads,  therefore,  for  a  haul  of  about  10  miles,  imposed 
a  charge  amounting  in  some  cases  to  more  than  25  per  cent  of  the 
field  value  of  the  oil,  and  this  in  addition  to  a  further  revenue  of  at 
least  37.8  cents  per  barrel  on  nearly  every  carload  taken  out,  except 
that  which  they  themselves  consumed,  or  on  which  they  voluntaril}^ 
made  concessions  to  favored  shippers.  It  has  already  been  shown 
that  the  9-mill  rate,  amounting  to  37.8  cents  per  barrel,  is  practically 
the  lowest  published  tariff  to  any  point  served  from  Bakersfield,  the 
charge  increasing,  of  course,  in  the  case  of  distant  points.  The  tiiriff 
rates  of  the  Southern  Pacific  Company  (which  actually  operates  the 
line  between  Bakersfield  and  the  Kern  River  field,  under  an  agreement 
with  the  Santa  Fe)  covering  these  switching  charges  from  the  Kern 
River  field  are  as  follows: 
Oil  City  to  Oil  Junction  and  Bakersfield  {\)er  barrel) $0. 03^ 

Minimum  charge 5. 00 

Oil  spur  (north  from  main  spur)  to  Oil  Junction  and  Bakersfield  (per  barrel) .       .  04| 

Minimum  charge  (May  7,  1902) 7. 00 

Oil  siding  'A  to  Oil  City,  inclusive,  to  Ojl  Junction  and  Bakersfield  (per  barrel) .       .  02f 

Minimum  charge 4.00 

Oil  spurs  8  to  17,  inclusive,  to  Oil  Junction  and  Bakersfield  (i)er  barrel) 04 

Minimum  charge H.  00 

The  following  statement  by  a  representative  of  the  Black  Jack  Oil 
Company  illustrates  the  apparent  hardship  inflicted  upon  some  pro- 
ducers by  the  arbitrary  arrangement  of  charges: 

The  so-called  switching  charge  from  r)il  City — that  is,  anywhere  on  the  main  line 
in  the  field— to  Bakersfield  is  2^  cents  a  barrel.  My  loading  rack  is  within  200  yanls 
of  the  main  line,  and  they  charge  me  4  cent*  a  barrel,  or  1^  cents  additional. 

In  other  words,  for  this  short  distance  this  shipper  was  assessed 
about  8  per  cent  of  the  value  of  his  oil  in  the  tield. 

In  connection  with  these  swit<^hing  charges  in  the  Kern  River  tield 
it  is  but  fair  to  state  that,  wMth  the  possible  exception  of  the  4ii  cents 
charge,  they  have  been  sanctioned  by  the  StaXfe  VJj8i\\\o^^<3vsx\!a^^ 
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of  California  since  April,  1902.  On  April  17  of  that  year  the  commis- 
sion ordered  a  10  per  cent  reduction  in  the  through  rate  on  crude  oil 
from  Bakerstield  and  Coalinga  to  San  Francisco,  and,  at  the  i^me  time, 
issued  the  following  order  concerning  switching  charges  at  Keni 
River: 

From  the  switch  oa  spur  track  into  the  Kern  River  oil  district,  per  barrel  of  42 
gallons,  shipped  from  Oil  City  on  side  track  or  intermediate  points  on  said  main  line 
when  destined  beyond  Bakersfield,  2J  cents,  car  loaded  to  capacity,  minimum  charge 
per  car,  $4;  per  barrel  of  42  gallons,  shipped  from  any  point  on  said  spur  track 
more  distant  from  said  main  line  than  said  Oil  City,  when  destined  beyond  Bakere- 
field,  4  cents,  car  loaded  to  capacity,  minimum  charge  per  car,  $6. 

Section  34.  Discriminations  in  classification. 

Rates  on  less-than-carload  shipments. — The  classification  of 
petroleum  and  its  products  on  the  Pacific  coast  has  occasioned  consid- 
erable dissatisfaction  among  shippers.  Particular  complaint  is  made 
by  refiners  that  the  lessthan-carload  rates  on  refined  oil  are  in  some 
cases  excessive.  The  less-than-carload  rate  on  petroleum  and  its 
products  is  almost  invariably  the  third-class  rate  in  California,  as  it  i^ 
very  generally  on  eastern  roads.  The  complaint  against  hig^h  rates  in 
less  than  carloads  on  the  Pacific  coast,  therefore,  imses  a  question  as^ 
to  the  reasonableness  of  the  rate  itself  rather  than  a  question  of  dis- 
crimination against  petroleum  only. 

DiSCUIMINATION      IN     KESPECT    TO     FORM     OF      THE     PACKAGE. — The 

Western  Classi  Heat  ion  makes  practically  no  distinction  between  tht^ 
various  packages  in  which  refined  oil  is  shipped  except  in  a  few  unim- 
portant instances.  The  Soutliern  Pacific  Company,  however,  ha^ 
in  some  cases  varied  its  rates  decidedly  according  to  the  kind  of 
packtige.  Tluis  the  tank-car  rate  is  at  times  less  than  the  barrel  rate. 
A  particular  variation  of  this  sort,  and  one  of  a  discriininatorv  char- 
acter, occurs  in  the  ease  of  rates  from  Los  Angeles  to  Fairhank  and 
Benson,  Ariz.  ]iit(U'state  rat(»  No.  <)*of  the  Southern  Paeific  Com- 
pany, effective  June  2o.  11H)4.  quoted  the  following  rates  }>etwecn 
these  ])oints: 


Hatv  i-  r 


iFMirhHiik.     Ariz.      oil.  cdiil.  in  cas^-s.  ('.  L J^VT" 

\     (onlvi.  I 

Ilit'iiMHi.  Ariz. (only  ) do v  j,. 

loH    ,1.) ]l-airi)aiik.  .\ri/. Iciini.   h.-iizitu'.   iras(»lim'.   and    iiaptlm.     I      <ii..M" 

[UtiiMMi.  \riz.'<»nly  I  [    straiuJu  nr  Tiiixi-d.  ('.  L.  | 


|IUMl-rin,  An/. 1     .,     ,    .    •        • 

lO't            do  I,.   •  .       .  I^^'l-   luhrKatiMi:.   and   u'avoliMo,    in    ranv. 
|l-airbaiik,      Ariz.    (     hoxol.  In  l.arn-N  or  in.ii  .Ininiv  i'.  L.  i         -"^^ 


«)wn»'r'H  ri^k  of  (ire,  U'jikage.  or  hrcaka^'e. 
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From  the  above  arrangement  it  will  be  seen  that  coal  oil — that  is, 
refined  oil— can  be  shipped  from  Los  Angeles  to  Fairbank  in  cases  for 
only  a  little  over  half  the  carload  rate  in  other  packages. 

It  would  seem  that  the  rate  on  oil  in  cases  is  altogether  out  of  line 
with  a  rate  of  $13.10  per  ton  into  Fairbank  on  oil  in  other  packages, 
as  quoted  in  item  108  above.  The  Southern  Pacific  Compan3^-s explan- 
ation of  this  apparent  discrimination  was  that  the  rate  of  $6.70  per 
ton  into  Fairbank  was  forced  upon  it  by  a  low  rate  from  Corsicana, 
Tex.,  into  Fairbank  on  case  oil.  It  may  be  noted  that  the  Standard 
Oil  Company  controls  an  important  refinery  at  Corsicana — the  Cor- 
sicana  Refining  Company.  The  limitation  of  these  low  nttes  to  case 
oil  points  to  discrimination  in  favor  of  the  Standard  Oil  Company, 
since  independent  refiners  on  the  Pacific  coast,  as  a  rule,  ship  no  oil 
in  that  form. 

A  peculiar  circumstance  in  connection  with  this  rate  is  that  for 
nearly  a  year  after  it  was  made  shipments  of  refined  oil  in  cases  by 
the  Standard  Oil  Company  were  billed  at  the  fifth-class  rate  of  $1.33 
per  hundred  pounds  from  Los  Angeles  toBisbee,  and  adjustment  made 
b}'  means  of  refund  to  58^  cents.  This  rate  was  arrived  at  by  com- 
bining the  rate  of  $6.70  per  ton  from  Los  Angeles  to  Fairbank  with  a 
rate  of  25  cents  per  hundred  pounds  from  Fairbank  to  Bisbee,  the 
latter  rate  being  that  of  the  El  Paso  and  Southwestern,  as  shown 
below: 

ClMlf^. 

Lo8  Angeles  to  Fairbank 33J 

Fairbank  to  Bi8bee 25 

Total 58i 

It  will  thus  be  seen  that  the  Standard  Oil  Company' obtained  a  reduc- 
tion from  the  fifth-class  i*ate  of  74i  cents  per  hundred  pounds,  or 
nearly  60  per  cent.  It  is  true  that  the  rate  of  $6.70  per  ton  on  coal 
oil  in  cases  from  Los  Angeles  to  Fairbank  is  a  published  rate  and 
regularl}'^  filed  with  the  Interstate  Commerce  Commission,  but  inde- 
pendent shippers  were  apparently  unaware  of  this  combination.  Fur- 
thermore, as  just  stated,  the  Standard  Oil  Company  is  practically  the 
only  concern  which  ships  oil  in  cases  on  the  Pacific  coast. 

The  failure  of  the  railroad  to  appl}^  the  lower  rate  directly  on  the 
billing,  and  its  policy  of  adjusting  this  rate  by  refund  instead,  cer- 
tainly warrant  the  suspicion  that  there  was  a  disposition  to  keep  inde- 
pendent shippers  at  Los  Angeles  in  ignorance  of  the  low  combination 
to  Bisbee.  The  only  explanation  that  the  Southern  Pacific  offered 
for  this  method  of  handling  these  shipments  was  that  the  use  of  the 
claim  '^was  simply  an  error." 

Shipments  of  gasoline  by  the  Standard  Oil  Company  from  Los 
Angeles  to  Bisbee  in  1905  were  also  billed  at  the  fifth-class  rate  of 
$1.33  per  hundred  pounds,  but  adjusted  by  means  of  clvv.\\\i  V»  ^^^s;^ 
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basis  of  dOi  cents  per  hundred  pounds,  arrived  at  by  using  the  rate  of 
25  cents  per  hundredweight  from  Fairbank  to  Bisbee  in  connection  with 
the  rate  of  $13. 10  from  Los  Angeles  to  Fairbank,  as  shown  in  item  h^ 
on  the  foregoing  interstate  rate  No.  6. 

Thus,  in  spite  of  the  fact  that  the  rates  of  $6.70  per  ton  and  $18.1" 
per  ton  from  Los  Angeles  to  Fairbank  were  actually'  published,  thej 
were  not  used  in  an  open  manner.  The  incident  affords  a  good  illus- 
tration of  the  necessity  of  such  an  improvement  in  the  form  of  railroad 
tariffs  as  shall  enable  all  shippers  to  readily  obtain  the  lowest  rat^^ 
between  two  given  points.  The  Standard  Oil  Company  has  a  larjr? 
number  of  clerks  working  out  favorable  combinations  of  nites.  The 
average  independent  refiner  can  not  afford  to  spend  the  time  or  moxwj 
necessary  to  do  this,  and  the  result  is  that  the  Standard  frequently 
obtains  combinations  of  rates  lower  than  the  rates  quoted  to  its  com- 
petitors. 

The  (luotation  of  §:i0.10  per  ton  from  Los  Angeles  to  Fairbank  and 
Benson,  Ariz.,  given  in  item  109  above,  is  confusing.  It  wi* 
explained  by  the  Southern  Pacific  Company  that  this  rate  was  really 
canceled  by  item  108,  quoting  a  rate  of  $13.10  per  ton,  and  that  the 
iontinuation  of  the  rate  of  $20.10  in  published  tariffs  was  an  over- 
sight. 

A  similar  discrimination  in  respect  to  the  form  of  the  packa^ 
occurs  in  the  case  of  rates  over  the  Southern  Pacific  from  Los  Ange- 
les to  Tombstone,  Ariz.  Joint  special  rate  No.  30,  effective  June  :^'. 
11)04,  contains  the  following  items: 


Item 

From-- 

(IS  Ani,'«'].'^.<"al.. 
..<lo        

--- 

T.)inb 
(1. 

>Umo 

.Ariz. 

Oil— 

-Applica- 
tion. 

N.  I. 
N.  I. 

♦it".      I 
♦)7 

.    Oil.  colli,  in  oa.st'"<,  C.  L 

.    Oil.  cnKU'  or  retiiu'd.  lubriont- 
in^.  i)c'trolcmn.  benzine.  ga.«a- 
Iint>.  and  naphttia,  straight  or 
mixed.  ('.  L. 

f 

"Owm-rs  risk  ol  Jire.  leukaj^e,  or  breakage 

VII.    DISCRIMINATIONS  IN  SUPPLY  OF  EaUIPMEKT. 

Section  35.  Withdrawal  of  Union  Tank  Line  cars. 

B(\^i(lo.s  the  (lis(  riminations  in  rates  on  oil  in  California,  anothi-r 
form  of  railrojid  discrimination  practiced  on  the  Paciric  const,  and  out 
far- reach inji'  in  its  ctiVct.  occurs  in  the  distribution  of  tninsjK>rtatiei. 
facilities.  Indeed,  it  would  hardly  be  too  much  to  say  that  unfairnf-- 
in  this  paiticular  i^  at  the  root  of  the  jjfrievances  of  the  i!ide|XMidonl 
California  oil  producer,  and  of  the  manifest  advantn^ifes  which  some  ci 
his  powerful  comi)etitors  enjoy.     Car  shortage  or  unfair  apportioi.- 
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ment  of  tank  cars  is  a  complaint  on  the  lips  of  nearly  all  independent 
producers,  and  it  is  a  complaint  that  is  amply  corrolK)rated. 

It  is  l)ut  fair  to  state  that  the  railroads  of  California  were  not  pre- 
pared to  handle  the  immense  increase  in  the  production  of  crude  oil 
which  occurred  after  1900.  The  heavy  demands  immediately  made 
upon  them  for  facilities  could  not  have  been  fully  anticipated;  but, 
though  they  can  be  excused  to  this  extent,  it  is  difficult  to  find  any 
adecjuate  or  satisfactory  explanation  for  their  subsequent  treatment  of 
the  independent  California  producer.  This  is  especially  true  of  the 
Southern  Pacific  Company. 

For  several  years  before  the  full  development  of  the  Kern  River 
field,  cars  of  the  Union  Tank  Line  Company  had  been  in  general  use 
on  the  lines  of  the  Southern  Pacific  and  open  to  all  shippers.  These 
cars  were  operated  under  a  lease  which  wa*s  revocable  at  the  pleasure 
of  the  Union  Tank  Line  Company,  but  producers  were  unquestionably 
ignorant  of  this  condition  in  the  agreement.  The  exercise  of  this 
option — the  withdrawal  of  Union  Tank  Line  cars  from  general  use 
when  the  railroad  supply  of  such  equipment  was  deficient — was  fol- 
lowed by  disastrous  consequences  to  the  independent  oil  producer, 
and  is  one  of  the  most  important  factors  in  the  entire  California  situ- 
ation. Briefly  summarized,  the  circumstances  of  the  case  were  as 
follows: 

L  For  some  yeai*s  prior  to  1901,  about  325  cars  of  the  Union  Tank 
Line  Company  had  been  under  lease  to  the  Southern  Pacific  Company, 
and  available  for  the  use  of  shippers  generallv;  there  had  been  no  sug- 
gestion to  such  producers  that  these  cars  would  not  remain  in  such 
service  indefinitely. 

2.  In  the  summer  of  1901  these  Union  Tank  Line  cars  were  with- 
drawn from  general  comuiission  by  the  Standard  Oil  Company  and 
about  two-thirds  of  them  sent  east.  The  Standard  Oil  Compan}'  at 
the  sanie  time  arranged  to  operate  a  number  of  its  cars  over  the  lines 
of  the  Southern  Pacific  Company,  to  be  u^ed  exclusively  in  the  busi- 
ness of  the  Standard  Oil  Company. 

3.  This  withdrawal  of  Union  Tank  Line  cars  was  practically  coinci- 
dent with  the  purchase  of  a  controlling  interest  in  the  Pacific  Coast 
Oil  Company  by  Standard  Oil  interests,  and  practically  coincident  with 
the  entrance  of  the  Standanl  Oil  Company  into  the  refining  and  fuel- 
oil  business  in  California.  It  had  previously  confined  its  operations 
chiefly  to  the  sale  of  refined  oil  shipped  from  the  East  or  purchased 
from  local  refineries. 

4.  The  Southern  Pacific  Company  did  not  have  tank  car  equipment 
to  replace  these  Union  Tank  Line  cars  so  withdrawn,  and  did  not  pro- 
vide facilities  adequate  for  the  needs  of  miscellaneous  shippers  for  a 
long  time. 

28489—06 30 
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5.  Independent  producers  were  thus  deprived  of  h  sufficient  means 
of  reaching  markets. 

6.  The  effect  of  this  withdrawal  and  the  failure  of  the  Southern 
Pacific  to  provide  suflScient  cars  was  to  demoralize  the  oil  industrv: 
First,  b^^  tending  to  create  a  surplus  of  oil  in  the  fields  and  thus  to 
depress  its  price;  second,  by  forcing  producers  to  sell  their  oil  to  the 
Standard  or  such  other  large  companies  as  were  able  to  command 
transportation  facilities. 

7.  The  Southern  Pacific  Company  flatly  refused  to  haul  private  cars 
for  other  producers  on  the  same  basis  as  they  hauled  I'^nion  Tank 
Line  cars,  namely,  to  guarantee  that  such  producers  should  have  con- 
trol of  their  equipment  or  to  allow  them  an  equal  rate  of  mileage. 

8.  As  a  result  of  this  condition,  independent  producers,  generally 
speaking,  had  only  these  alternatives:  First.  To  shut  down  their  vvelU 
when  unable  to  obtain  cars  from  the  railroads.  Second.  To  .sell  their 
output  to  one  or  two  large  purchasing  companies  which  had  cars  or 
had  power  to  obtjiin  them  from  the  railroads.  Such  sales  would,  of 
course,  be  on  terms  advantageous  to  the  purchaser. 

The  situation  is  well  brought  out  by  the  following  correspondence 
between  oftic(»rs  of  the  Southern  Pacific  Company  at  San  Francisco  and 
New  York  and  the  Standard  Oil  Company.  On  February  8,  1901,  the 
general  freight  agent  at  San  Francisco  telegraphed  the  president  of  the 
Southern  Pacific  at  New  York  as  follows: 

There  is  urgent  deniand  for  oil  ears.  Some  shippers  offer  cars  if  we  can  not. 
(iiiestion  arises,  If  outside  parties  can  <jet  tank  cars,  why  can  not  the  Southern  Paeitii . 
Standard  Oil  ('onii>any  offers  ">()  cars,  hut  wislies  to  keep  control  aii<l  iuh?  theiu 
wholly  in  their  husiness.  If  we  allow  Stainiard  Oil  ('oin[)any  to  do  this,  we  can  n»»t 
refuse  others.  Can  we  not  temporarily  letuje  UK)  tank  cars  and  adopt  poliey  of  kt^'j- 
in^  private  cars  off  our  line  except  where  we  lease  and  control  them? 

A  stH'ond  tel(»gnuii  of  the  same  date  said: 

Demand  for  oil  cars  so  ^rpcat  that  I  think  if  we  could  temp(»rarily  lease  :>tX)  tank 
ears  we  would  lind  use  for  them  and  save  a  p>od  deal  of  t»inharrassnient. 

On  Fehruarv  11,  the  New  York  ofHce  of  the  Southern  Pacitic  teh-- 
^raj)hed  the  freight  ao-ent  as  follows: 

No  ohjection  temporarily  leasing:  100  tank  cai's.  Want  to  keep  private  i*ars  off  our 
line  except  we  lease  and  <'nutn)l  them.  If  you  know  where  we  I'an  lea<e  ears,  jdt»aj^^ 
take  matter  up  with  Mr.  Kruttschnitt  and  he  will  arranj^e. 

Thei-e  was  fiirtlnM*  (•orr(vs|)oiMloiice  relatiii^jf  to  the  leasintr  of  I'nion 
Tank  Line  cars  and  tln^  rate  to  be  })aid  as  niileatj^e.  The  Southern 
Pacilic  Company  wisjied  to  pay  only  six-tcMitlis  of  a  cent  per  mile  on 
th(^  loaded  inovcMiient  and  nothino-  on  the  (Mnpty  moveiiient.  A  n»pre- 
sentative  of  the  Tnioii  Tank  Line  (\)n]|)aiiy  at  San  Francisco  insisted 
on  thre(»-fonrtlis  of  a  <'ent  per  niih'  on  both  loaded  and  empty  move- 
ment, and  this  \vheth(»r  the  ears  \V(M(»  controlled  hy  the  Southern 
Fncitic  Company  or   by  the  Standard  Oil  (V)mi)any.     The  StHiidanl 
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Oil  Company  proposed  to  put  fift}'  cars  into  service  on  the  Southern 
Pacific  Company's  lines  subject  to  the  order  of  the  local  agent  of  the 
Standard,  and  for  the  exclusive  use  of  the  Standard  Oil  C/ompan}^  and 
the  Pacific  Coast  (Standard)  Oil  Company. 

This  correspondence  indicates  a  desire  on  the  part  of  the  manage- 
ment of  the  Southern  Pacific  Company  to  avoid  adding  to  the  number 
of  private  tank  cars  on  its  lines.  The  Southern  Pacific  finally  offered 
to  haul  54  cars  of  the  Union  Tank  Line  Company  subject  to  the  con- 
trol of  the  Standard  Oil  Company,  and  to  pay  only  six-tenths  of  a 
cent  mileage  on  the  loaded  movement;  an  alternative  proposition  was 
to  lease  these  cars  and  thus  have  them  under  its  own  control,  and  to 
pay  three-fourths  of  a  cent  mileage  on  both  the  loaded  and  the  empty 
movement. 

On  February  14,  1901,  the  agent  of  the  Southern  Pacific  at  San 
Francisco  telegraphed  the  head  office  at  New  York  as  follows: 

Standard  Oil  Company  demand  we  let  them  run  50  can*  local  subject  to  their  orders 
and  control,  and  pay  7*  mills  mileaj?e  loaded  and  empty.  We  pay  this  rate  on 
30()  of  their  cars  we  now  have  under,  lease,  and  offer  to  lease  ad<litional  50  on  same 
terms,  or  we  will  let  them  control  movement  of  the  50,  paying  6  mills  .loaded  mile- 
age only,  same  as  we  pay  other  tank  car  owners  under  same  circumstances.  They 
threaten  that  Atchison  will  concede  their  terms.  Can  we  not  get  them^'  to  take  same 
stand? 

This  telegram  was  followed  by  another  from  the  San  Fi-ancisco  office 
of  the  Southern  Pacific  on  February-  IJS  to  the  effect  that  the  Standard 
Oil  Company  ''now  demands  immediate  return  of  125  of  the  3lM)  tank 
cars  we  have  leased  from  them.''  On  February  21  the  New  York 
office  of  the  Southern  Pacific  wired  it<  San  Francisco  agent  to  the  effect 
that  the  Standard  Oil  Company  had  agreed  to  let  the  Southern  Pacific 
retain  the  U.  T.  L.  cars  temporarily.  In  the  meantime  the  Southern 
Pacific  had  secured  legal  advice  and  was  prepared  to  demand  thirty 
days'  notice  before  relea>>ing  the  125  cars.  As  a  result  of  these  vari- 
ous negotiations,  a  compromise  was  finally  reached,  which  is  set  forth 

in  the  following  letter: 

2«  Broadway,  New  York,  Fefmtary  28,  umi. 
Chas.  M.  Hays,  K«q., 

iWgident  of  Southern  Pacific  Compam/j  San  Frnnciscf),  Col. 

Dear  Sir:  Since  our  interview  with  you  on  the  20th  instant,  we  have  given  much 
thought  to  the  subject  of  tank  cars,  and  upon  further  consideration  wish  to  mo<lify 
the  suggestion  we  made  to  you  here.  We  find  it  will  l)e  impossible  to  furnish  you 
with  an  additional  1(X)  cars  within  the  next  3()  or  40  days  without  serious  detriment 
to  our  own  busini»8s.  Kven  if  the  100  cars  were  furnishe<i  that  numbi^r  might  not 
meet  your  re<iuirement*«  and  we  would  then  l)e  in  the  same  relative  }K>sition  as  we 
are  to-day.  We  l>eg,  therefore,  to  withdraw  the  suggestion  we  made  on  the  20th 
instant,  and  substitute  the  following: 

1.  The  Southern  I*m'ific  Company  to  Imiid  for  service  in  California  such  tank  cars 
as  you  may  cleem  proper  and  which  you  said  here  it  might  ))e  (U»sirable  or  necessary 
for  you  to  construct. 

"  Reference  is  api)arently  to  the  XUA\\^ow, 
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2.  Your  company  to  retain  the  325  U.  T.  L.  care  now  in  its  service,  with  the  agp«^ 
ment  that  all  of  said  cars  shall  be  returned  to  the  Union  Tank  Line  Go.  at  Whiting, 
Indiana,  on  or  before  September  1,  1901;  mileage  on  said  cars  to  continue  ai»  at 
present,  viz,  J  cent  per  mile  each  way,  and  none  of  the  cars  to  be  used  outride  of 
the  State  of  California  except  for  the  transportation  of  oil  consunitHl  by  your 
company. 

3.  We  to  furnish,  in  addition  to  the  325  cars  referred  to  in  the  preceding?  i^ra^mipb. 
such  cars  as  we  may  need  for  our  own  business  in  California,  such  cary  to  rt^-eive 
mileage  at  the  rate  of  J  cent  per  mile  each  way  and  .to  be  under  our  own  direction, 
and  to  be  used  for  shipments  of  our  own  oil  only. 

4.  Mileage  on  all  U.  T.  L.  cars  over  the  Southern  Pacific  rails,  whether  on  Uk-siI  or 
through  business,  to  be  the  same  as  at  present,  viz,  J  cent  per  mile  each  way. 

We  hope  the  above  suggestions  will  meet  with  your  approval  as  it  will  give  you 
six  months  in  which  U)  build  tank  cars,  while  we  would  relieve  you  of  the  nece«^^ty 
of  furnishing  any  of  your  tank  cars  for  the  shipments?  which  we  ourselves  may  make. 
This  relief  as  to  uur  shipments  will  place  at  your  disposal  for  shippers  generally  ;5L*.> 
cars  of  the  U.  T.  L.  Company  until  the  first  of  September  next;  also  such  of  your 
own  cars  as  you  may  build  in  the  meantime. 

We  have  sent  a  copy  of  this  letter  to  our  Mr.  Breeden,  San  Fram'isoo,  and,  as  sug- 
gested to  you  here,  we  would  be  gla<l  to  have  you  send  for  Mr.  Breeden  with  the 
view  to  having  him  answer  any  (juestions  which  you  may  wish  to  ask  in  reganl  to 
the  tank  car  situation. 

Awaiting  vour  replv,  I  am,  very  trulv, 

W.    H.    TlLFORD. 

Following  is  the  reply  of  the  Southern  Pacitie  Company: 

San  Francisco,  ^farch  19,  ItXfl. 
Mr.  W.  H.  TiLFOKD, 

Standnrd  Olf  (Joiiipainj^  2f)  Broddinuj^  Xeir  York. 
Dear  8ik:  On  my  return  from  my  trip  overour  lines  in  Texas  and  Mexico,  1  have 
your  favor  of  Frbruary  2Sth  on  tlu'  HubjiHt  of  tank  cars,  and  understanding  that  the 
conditions  us  stute<l  tlicnMii  rehitivr  to  the  .'J'io  tank  cars  now  leased  fnmi  your  o»ni- 
pany,  an<l  as  to  mileage  j)ai<l,  coiitinne  nntil  the  1st  of  ScpteinlHT  ni'xt,  the  suirvrt-^- 
tions  made  are  satisfactory  to  this  «'onipany. 

Yonrs  trnly.  Cir as.   M.   Hays,   Prtidih  ,,t. 

From  other  records  on  tile  in  the  Southern  l*aeitie  Company's  otfire 
it  a])])ears  that  4.')  cylinder  tank  cars  owned  })V  the  Pacific  Coast  Oil 
Company  \ver(\  in  DeccMnhcM",  llMio.  i^irehased  by  the  Union  Tank 
Lim^  and  that  in  March.  VM)\,  the  Southern  Pacific  Company  wa^ 
notilicd  that  the  lettcrino-  on  th(\^(^  ears  wouUl  he  (*han^ed  to  I'nion 
Tank  Line,  and  that  these  cars  were  to  he  used  in  the  local  iTudo-oil 
service,  and,  further,  that  the  Southern  Pacilie  Comi)any  nuist  jxiv 
three-fourtlis  of  a  ccMit  miieao-e  on  hoth  h)aded  and  empty  cars.  At  the 
same  time  th(*  I'nion  Oil  Company,  an  ind(*j)endent  eoneern,  liad  4.> 
(ylinder  taidv  ear^  ruiuiino-  on  the  SoutluM-n  Paeitie  lines  on  which  onlv 
six-tenthsof  a  cent  ])er  mih^  wasallowtnl,  and  this  on  the  loaded  move- 
ment oidy. 

In  the  latter  ])art  of  Au*»iist  the  I'nion  Tank  Lira*  Coiiipuny  with- 
drew it^  eai'^  which  had  been  lea>ed  to  the  Southern  Paeitie  under  ifen- 
eral  counnission.  Keeords  show  that  on  August  :i*i,  50  of  these  Cnion 
Tank  Line  ears  were  oiv  the  wav  to  Whiting,  Ind.,  and  that   :>24   of 
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them  had  been  moved  east  of  Sac^ramento  billed  to  Whiting  by  August 
Si.  The  remaining  ears  were  apparently  sent  to  Bakerstield  instead 
of  to  the  east. 

At  this  time  the  records  of  the  Southern  Pacitic  Compan}'  clearly 
show  that  that  company  was  short  of  tank-car  equipment,  and  realized 
that,  because  of  the  rapid  increase  in  the  production  of  crude  oil,  this 
shortage  was  likely  to  become  still  more  acute.  On  April  4,  1901, 
the  local  agent  of  the  Southern  Pacific  wrote  a  letter  to  the  president 
of  the  company  in  part  as  follows: 

We  have  189  oil  tank  i-ars  of  our  own  in  service  and  have  300  under  lease;  under 
construction  at  Sacramento  50  of  6,500  j^llons  capacity,  50  of  13,000  gallons,  and  in 
the  East  500  of  6,500  gallons. 

Here,  then,  was  a  total  of  about  1,100  cars,  including  those  under 
construction,  but  of  these  300  were,  under  the  agreement  with  the 
Standard  Oil  CompanN',  to  be  withdrawn  on  the  1st  of  September, 
1901.  This  meant  that  after  the  new  cars  of  the  Southern  Pacific  were 
built  that  company  would  have  only  al>out  SOO  cars,  of  which  some  were 
needed  to  haul  water.  The  letter  above  quoted,  on  the  other  hand, 
showed  that  on  the  estimate  of  the  Southern  Pacific's  agent,  1,093  tank 
cars  were  needed  in  the  latter  part  of  May,  1901,  and  that,  because  of 
the  increasing  output  of  crude  oil,  it  was  estimated  that  the  numl)er 
of  cars  soon  to  be  needed  would  be  1,457.  A  letter  of  July  16,  1901, 
from  the  local  agent  of  the  Southern  Pacific  to  the  president,  said: 

After  all  our  cars  shall  have  l)een  delivered  and  the  Standard  Oil  Company  shall 
have  receJvcil  back  their  300  leased  cars,  we  shall  have  670  tank  cars  of  our  own. 
Have  arranged  to  assign  150  to  Atlantic  lines.  This  will  leave  520  for  the  Pacitic 
system,  or  just  50  more  than  an*  available  at  the  present  time.  ♦  ♦  ♦  I  (io  not 
think  that  when  I  get  to  usiujj  oil  more  extensively  on  our  lines  the  070  cars  will  be 
fiutlicient  to  handle  all  our  own  oil  an«l  the  commercial  oil  besides. 

It  thus  appears  from  the  records  of  the  Southern  Pacific  C/ompany 
that  that  company  first  endeavored  to  treat  cars  of  the  I'nion  Tank 
Line  Company  on  the  same  basis  as  those  of  other  private  tank-car 
owners:  that  the  Southern  l^lcific  Company  tri(»d  to  prevent  the  in)me- 
diate  withdrawal  of  Tnion  Tank  Line  cars,  which,  from  the  above 
correspondence,  appears  to  have  been  attempted  in  order  to  force  the 
Southern  Pacific  to  pay  three-fourths  of  a  cent  mileage  on  both  loaded 
and  empty  niovemcMit  on  any  additional  tank  cars  that  it  might  put  into 
service;  that  it  was  finally  allowed  to  retain  the.se  Union  Tank  Line 
cars  for  six  months,  during  which  time  it  might  have  ordered  addi- 
tional cars;  and,  finally,  that  the  Southern  Pacific  Company  was  well 
awan»  that  the  munber  of  new  cars  which  it  had  ordered,  togethi^r  with 
those  which  it  already  possessed,  would  be  insufficient  to  meet  the 
demands  of  tin*  oil  busin<\ss  aft^'r  the  Cnion  Tank  Lint*  cars  should  be 
withdmwn.  It  is  also  <'lear  that  the  Standard  Oil  Company  suc(M»eded 
in  forcing  the  Southern  Pacific  Company  to  jwrmit  it  to  operiUe  tvswVw 
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cars  subject  to  the  control  and  for  the  exchisive  u?;e  of  the  Standard 
Oil  companies,  and,  furthermore,  to  pay  three-fourths  of  a  cent  per 
mile  as  mileage  on  l)oth  loaded  and  empty  mov^ement. 

Section  36.  Refusal  to  haul  cars  of  independent  shippers. 

It  appears  from  the  previous  discussion  that  the  policy  of  the  South- 
ern Pacitic  Company  was,  to  a  considerable  extent,  forced  by  the 
Standard  Oil  Company.  Nevertheless,  the  Southern  Pacitic  Comjiany 
was  evidently  at  fault  in  not  providing  additional  facilities  for  the  u-e 
of  its  patrons,  and  it  was  especially  at  fault  in  giving  more  favor- 
able treatment  to  the  tank  cars  of  the  Union  Tank  Line  Com|)any 
than  to  those  of  independent  tank-car  owners.  The  discrimination  i^^ 
particularly  shown  in  the  refusal  on  the  part  of  the  Southern  Pacitir 
Company  to  haul  the  cars  of  independent  private  t^ink-car  owners  sub- 
ject to  their  exclusive  use,  as  it  hauled  the  cars  of  the  Union  Tank 
Line  Company. 

ExPEUiKNCE  OF  THE  Union  Oil  COMPANY. — An  instance  of  such 
refusal  is  found  in  the  experience  of  the  Union  Oil  Company.  On 
December  27,  lUOO,  the  Union  Oil  Company  informed  the  Southern 
Pacitic  that  it  had  recently  secured  several  contracts  amounting  in  all 
to  something  like  300,000  barrels  per  year,  and  asked  the  niilroad 
company  to  make  known  its  policy  in  regard  to  furnishing  sufficient 
tank  cars.  The  Union  Oil  Company,  in  a  letter  of  the  above  date  to 
an  oHicial  of  the  Southern  Pacitic  Company,  said: 

This  ('oin})any  has  o\viu*<l  for  several  years  3o  to  60  tank  ears.  The  handlin^^  ri 
these  cars  is  |)r<»\i(le<l  tor  in  the  agreement  of  May  4,  1S1»7,  with  your  Mr.  F'ilhiiore. 
The  contracts  end  with  the  new  year.  It  is  al)sohitely  necessary  tlmt  we  n*eeive  thr 
information  we  ask.  Will  he  jzlad  to  make  an  appointment  with  you  at  au  earlv  .iatr 
to  discuss  the  matter  umre  fully. 

Oil  January  1<5.  ItMJl,  the  I'ailroad  company  replied  that  it  ha«i 
ordered  1(M)  new  eais.  Th(^  Union  Oil  Company  repliod  that  tlii.^  ditl 
not  uive  the  neeessary  as>iiranee  that  Mifheient  cars  would  he  fiiriiishiMl. 
and  also  stated  tliat  the  eoinj)any  contemplated  j)urehasinof  additional 
ears  and  askiul  t'oi'  a  ])roj)osition  for  haulintr  tlnun.  On  Janu:irv  -W  an 
otlieial  of  the  lailroad  ('oin])any  rc^plied  to  {ho  rnion  Oil  Uoiiipaiiv  a^ 
foUow^: 

\\"c  lia\«'  taken  »'\(iy  iiican>  at  mir  c«»minan<l  t<»  pn>vi<le  ourselves  w  itli  new  i^jnit*- 
!ncnt  and  t.i  it  a-e  e<piipmciit.  W'l- "lo  not  make  an\  pro|»or^ition  for  hanlinL'  v..:ir 
eai-  a>  we  do  not  eai-e  ahoul  eiieonrairinL'  tlie  l.nildin'j  of  pi'ixate  eijuipnieiit.  If  thi- 
e(|nipment  -liould  l»e  pnrelia-ed  an«l  \\e>liould  L'et  a  'jicater  mmd)er  of  ear.*-  hereafter 
we  slioid<l  (iTtainly  in-i-t  on  u-iiiL'  onr  car<  to  the  exclusion  of  private   fi-eiLiht    ear-. 

K.\i'i:ini:N(  K  of   tiik   San  J(»Af,»ri\  Oii.  and    Dkvkloi'mknt  Com- 
pany.     Aindhei-  Ntfikino-  instance  of  thi>  discriniinjition  in  tlu'  matter 
)|)ei-atin«^  j)ri\at«^  tank  eaiv^  occiirrcHl  in  \\\o  ra>e  of  the  San  •Joaquin 
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Oil  and  Development  Company  of  the  Kern  River  field.  The  experi- 
ence of  this  company  was  related  f>j^  one  of  its  officers  substantially  as 
follows: 

I  was  led  to  purchase  tank  cars  for  the  simple  reason  that  we  could  not  get  equip- 
ment to  transport  our  oil.  In  19(X),  when  I  found  out  how  the  transportation  situa- 
tion was  going,  1  got  on  a  train  and  went  east  to  buy  cars.  I  was  told  not  to  buy 
them,  that  if  I  <lid  I  would  lo.«e  money;  that  the  railroad  company  wouM  not  haul 
them.  But  it  was  too  late  then,  as  the  money  was  paid  and  construction  of  the  cars 
commenceil.  I  sent  out  thirty-four  cars.  They  got  as  far  as  Ix)8  Angeles  before  the 
Southern  Pacific  knew  they  were  on  their  lines.  Then  I  was  ordered  to  take  them 
off  the  lines  or  they  would  kick  them  off  the  rails.  I  told  them  to  do  so  at  their 
I>erii  and  demanded  that  they  send  the  cars  to  their  destination  at  Bakersfield.  Fill- 
more sent  the  cars  <m,  and  after  they  arrived  he  asked  me  to  meet  him,  saying  that 
the  Southern  Pacific  wante<l  to  operate  the  cars;  but  in  the  meantime  I  had  made  a 
contract  to  lease  the  thirty-four  (^rs  to  the  Santa  Fe.  After  that  I  got  the  remainder 
of  the  ttars,  sixteen  in  numl)er,  which  the  Southern  Pacific  refused  to  ship  from 
Chicago.  The  cars  were  on  the  terminal  railroad  tracks  in  Chit^ago  ready  for  ship- 
ment to  the  Southern  Pacific.  I  wired  my  agent  to  change  his  billing  to  the  Santa  Fe. 
We  got  them  out  here  and  then  the  Southern  Pacific  agree<l  to  give  me  six-tenths  of 
a  cent  a  mile  for  my  cars,  to  be  used  in  my  trade  only.  Prior  to  this  time,  however, 
they  had  offered  to  pay  me  50  cents  a  day  only,  and  wanted  to  use  them  for  any- 
body's business.  I^ter  I  onlered  forty  more  cars,  and  after  taking  the  matter  up 
with  Mr.  Stubbs  of  the  Southern  Pacific,  I  finally  got  permission  to  put  them  on,  but 
their  cars  were  to  l^e  given  preference  in  loading  and  unloading.  I  do  not  know 
whether  the  railroad  comi^ny  delayed  these  cars  delil)erately,  but  I  have  known 
instances  where  cars  were  kept  on  a  siding  for  six  weeks. 

From  the  alK>ve  statement  it  appears  that,  although  the  Southern 
Pacific  Company  finally  operated  the  cars  of  the  San  Joaijuin  Oil  and 
Developnient  Company,  this  was  only  after  several  refusals  and  much 
discussion,  and  they  were  to  })e  opemted  only  in  case  the  Southern 
Pacific  should  not  furnish  a  sufficient  supply.  This  stipulation  <*om- 
pelled  the  San  Joaijuin  Conjpany  to  take  the  risk  of  having  its  cars 
remain  idle  and  thus  earn  no  n»venue.  The  Southern  Pacific  Company 
did  not  agree  to  operate  th(»sc  cars,  even  on  this  conditional  basis,  until 
34  of  them  had  been  biased  to  the  Santa  Vo,  In  actual  op(»ration  the 
cars  were  subjected  to  serious  dela^',  and  the  result  of  the  experiment 
wjis  altot^(»ther  unsatisfactory. 

KxPKKiKNCK  OF  THK  MoNTE  Ckisto  Oil  Company.  -The  Monte 
Cristo  Oil  Company  several  years  ago.  when  operating  as  tin  inde- 
{XMident  concern  in  the  Kern  Kiver  field,  contemplat^^d  the  purchase 
of  tank  <'ars,  but.  according  Ui  a  representative  of  the  company,  the 
SoutluM-n  Pacific  Company  refused  to  haul  them  except  as*" common 
cars."     Th(»  facts  in  the  case  were  stated  su}»stjintially  as  follows: 

The  Monte  Oisto  Oil  ('onij>any  several  years  ago  had  contnicts  with  the  Market 
Stn'et  Railway  and  the  rni«)n  Inm  Works,  at  San  Fran<'is4'(»,  to  deliver  thrm  oil  at 
50  crnts  a  barrel,  free  on  Iniard  raiIroa<l  traek  in  tlu'  K**rn  Kiver  (ield.  Thes4'  con- 
tracts calN'd  for  ahoiit  .'{o,0(K)  Iwirrels  of  (»il  a  ni<»nth.  The  c(»n?«ignees  were  to  provide 
tranr'portation  facilities.     The  Market  Stre<'t  liaihvay  Company  could  not  get  cars, 
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and  as  a  result  did  not  take  the  full  amount  of  oil  called  for  under  its  contract  The 
Monte  Cristo  Oil  Company  thereupon  eon^dered  the  advisability  of  purchasing  30 
tank  (tars,  then  in  Chicago.  We  asked  the  Southern  Pacific  Company  if  it  would 
haul  oil  to  the  Market  Street  "Railway  if  we  boujrht  these  cars.  The  Southern  Pacific 
Company  replied  that  it  would  not  agree  to  use  such  cars  exclusively  for  the  trans- 
portation of  the  oil  in  question,  but  would  merely  receive  these  cars  on  general  com- 
mission, distributing  them  among  shippers  as  they  saw  fit.  In  other  words,  we  w«>aW 
have  been  no  Ijetter  off  than  we  were  before.  Just  about  the  time  that  the  Monte 
Cristo  Oil  Company  was  trying  to  get  cars  to  fill  its  contracts  the  Stanitard  Oil  Com- 
pany called  all  their  cars  in  and  kept  some  of  them  lying  idle  on  sidetracks  at 
Bakersfield  for  months.  The  Southern  Pacific  Company  claimed  that  they  were 
very  short  of  equipment  on  account  of.  this  withdrawal  of  the  Standard  Oil  Com- 
pany's cars.  Just  about  this  time  the  Standard  Oil  Company  came  to  us  and  offerei 
to  take  our  oil  at  20  cents  a  barrel.  We  were  forced  to  accept  their  offer  Ixxiause  wt* 
could  not  deliver  the  oil  to  the  Market  Street  Railway.  The  Standanl  then  tix>k 
over  all  our  contracts. 

For  several  years  after  the  withdrawal  of  the  Union  Tank  Line 
cars  there  was  an  acute  shortage  of  tank  cars  in  California,  but  the 
Southern  Pacific  still  maintjiined  its  refusal  to  operate  private  cars  for 
independent  owners  generally.  As  bearing  on  the  attitude  of  the  com- 
pany, the  following  letter,  written  by  the  Southern  Pacific  Com|>any 
in  December,  ii)03,  or  more  than  two  years  after  the  Union  Tank  Line 
cars  had  been  withdrawn  from  general  commission,  is  of  int^^rest: 

December  4,  190:$. 
Mr.  T.  Karley, 

IWa.  I^eremie  Oil  Co.,  Pasadena. 

Dear  Sir:  Keforring  to  your  letter  of  Dec.  1st  regarding  supply  of  t'ars?  for  next 

Beason: 

As  you  know,  I  liavc  had  (iuesti«»ii  of  supplying  cars  for  the  Kevemie  up  with 
]\Ir.  Hiirklialter  for  sonie  time  ])ast.  Saw  liini  ([uitc  recently,  and  he  }>r<uni>t-il  ht- 
>voul<l  tlo  the  very  best  he  could  for  you. 

As  regards  lievcnueOil  ('«».  owning  cars,  it  woiild  siinj>ly  he  an  a<l(U^]  exjH'UM- 
to  the  oil  company  for  the  reason  that  the  carrier  <loes  not  make  any  redui'tion  what- 
ever in  the  rates  whether  company  car  or  a  <"ar  of  }»rivate  ownershi]>  is  nsi*<l. 

Mr.  Wilson  did  w  lite  Mr.  Spronle  and  I  replied  to  tlie  letter,  stating  that  arran:^*- 
ments  for  handling  cars  of  j>rivate  owncrslii})  should  he  taken  uj»  with  the  opt-ratin;: 
department,  lirst  as  to  whether  this  company  would   handle  such  cars   in    oil   tradf. 
ami.  if  so,  upon  what  teiins;  so  fai*  as  rate  is  concerned  it  will  remain  intat*t. 
Yours  trui\ , 

<»•  \V.   hr<  K. 

From  the  ahove  h'tter  the  intimation  is  clcMir  that  the  SoutiuM"n 
rjieilic  Company  rescM'vcd  tin'  rioht  to  decliiie  to  opiu'ate  tank  cars  for 
|)ri\'at«'  owners,  altlioiioli  it  was  iIkmi  o])e  rati  no- cars  of  tin*  l'nic>ii  Tank 
Line  suhject  (o  the  control  of  that  eompaiiy. 

K\rKi:iKN(K  OF  riiK  Tu wsroirr  On,  CoMrAW.  The  Transjiort 
Oil  Compjiny,  after  sulferiiiu'  fioni  a  >horta^"e  of  ei|ni])ment.  took  in> 
with  the  Southern  Paeitie  (\)mj)any  tin*  (pavstion  of  hiiyinor  tank  cars 
for  its  own  use.  The  eorrespon«h*iiee  shows  that  the  Scnitherfi  Paeitie 
did  not  in  thi>  ease  |)o>itiv«'ly  refiist*  to  nn-eive  and  haul  sueh  eai^,  hut 
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imposed  restrictions  upon  their  operation.  In  particular  it  declared 
that  it  would  operate  such  cars  onl3^  when  railroad  cars  were  not 
available,  a  condition  which  the  Transport  Oil  Company  naturally 
regarded  as  impracticable.  It  refused  to  pay  more  than  six-tenths  of 
a  cent  per  mile,  and  on  loaded  cars  only,  as  mileage  on  any  tank  cars 
which  the  Transport  Oil  Company  might  buy,  whereas  it  paid  the  Union 
Tank  Line  Company  three-fourths  of  a  cent  per  mile  on  empty  as  well 
as  loaded  cars.  Following  are  copies  of  two  letters  of  Mr.  G.  F.  Rich- 
ardson, superintendent  of  transportation  of  the  Southern  Pacific  Com- 
pany, on  this  subject: 

Southern  Pacific  Company, 

San  Francisco,  Dec.  5,  1903. 
Mr.  Isaac  E.  Blake, 

J^es.  TVansfyort  Oil  Com  pan  fj,  544  Parroti  Blilg,,  City. 
Dear  Sir:  Referring  to  your  letter  of  the  18th  ult: 

We  will  permit  you  to  supply  your  own  cars  for  transportation  of  oil,  if  you  so 
desire,  on  the  understanding  that  we  will  pay  mileage  at  ^^  of  a  cent  per  car 
per  mile  when  loaded  only,  nothing  when  empty;  and  on  further  understanding 
that  they  are  to  be  used  only  when  v)e  are  unable  to  ftimish  you  all  of  the  cars  you 
require.^ 

Yours  truly,  G.  F.  Richardson, 

Supt.  of  Transportation. 
Copy  to  Mr.  Jas.  Agler. 


Southern  Pacific  Company, 

San  Francisco,  Dec.  7,  IffOS. 
Mr.  Isaac  E.  Blake, 

IWs.  Transport  Oil  ComiKtny,  644  Parrott  Bhlg.,  (Uty. 
Dear  Sir:  Referring  to  niy  letter  of  the  5th  innt.,  in  reply  to  yours  of  the  18th 
ult.,  regarding  oil  cars: 

I  should  have  stated  that  we  want  it  distinctly  understood  that  any  cars  you  sui>- 
ply  for  transportation  of  your  oil  will  be  confined  to  local  hauls  of  your  own  pro<luct, 
and  that  they  will  not  engage  in  transix)rting  oil  for  any  other  parties  or  in  through 
traffic.  1  presume  that  is  your  intention,  but  merely  want  to  have  it  clearly 
understooil. 

Yours  truly,  (J.  F.  Richardson, 

Supt.  of  Transportation. 
Copy  to  Mr.  Jas.  Agler. 

The  Bureau  1ms  testimony  showing  that  in  several  other  instances 
the  Southern  Pacific  declined  to  haul  private  tank  cars  of  independent 
shipjxjrs  on  the  same  terms  that  it  hauled  those  of  the  Union  Tank 
Line  Company;  but,  in  view  of  the  above  evidence,  further  illustni- 
tion  is  uimecessary.  The  Associated  Oil  Company  had  a}»out  100  tank 
cars  which  it  was  allowed  to  operate,  the  <*ompany  receivinj^,  however, 
onlv  six-tenths  of  a  cent  \}ev  car  per  mile,  and  only  on  the  loaded 
moven)ent.     The  instances  above  cited  were   known  to  independent 

"  Italics  bv  Bureau. 
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producers  generally,  and  discouraged  them  from  attempting'  to  own 
equipment.  A  prominent  oil  producer  of  Bakerstield  summed  up  the 
situation  as  follows: 

It  was  the  general  understanding  among  producers  that  the  railroad  company  hail 
absolutely  refused  to  receive  private  cars  from  independent  prtxiut^rs  unless  tht* 
railroads  wer<»  allowed  the  entire  control  of  these  cai*s,  and  it  was  generally  un^ier- 
stood  that  these  cars  would  notl>e  confined  to  the  company  owning  them. 

The  effect  of  this  action  of  the  Union  Tank  Line  Company  in  with- 
drawing its  cars  and  of  the  policy  of  the  Southern  Pacific  Company 
toward  producers  who  were  disposed  to  provide  their  own  e<juiph)ent 
has  been  felt  in  practically  every  department  of  the  California  fuel-oil 
industry.  Conditions  were  eventually  remedied  in  a  measure  through 
the  purchase  of  a  larger  supply  of  equipment  by  railroads,  but  by  that 
tinie  the  mischief  had  been  done,  and  the  power  of  Stjindard  Oil  inter- 
ests and  a  few  other  large  oil-purchasing  companies  which  owned 
equipment  had  been  so  greatly  extended  that  the  independent  producer 
has  never  regained  his  former  position. 

Indignation  over  the  withdrawal  of  Union  Tank  Line  cars  from  gen- 
eral commission  was  increased  because  at  times,  when  independent 
producers  were  badly  in  need  of  cars,  a  numl>er  of  empty  cars  were 
kept  idle  on  sidings  for  considerable  periods.  It  appears  that  sucb 
cars  included  those  of  the  Southern  Pacific  as  well  as  the  Union  Tank 
Line.     This  complaint  is  discussed  elsewhere  (p.  477). 

Explanation  of  kailroad  offigeks. — The  attitude  of  the  South- 
ern Pacific  Company  in  these  matters  has  been  sufficiently  indicatCil. 
That  company  takes  the  ground  that,  as  far  as  the  withdrawal  of 
Union  Tank  Lino  Company  curs  is  concerned,  it  was  powerless  to  ])rc- 
vcnt  their  withdrawal  under  the  terms  of  the  lease  under  whit-h  thc<e 
cars  had  ijeen  oj)erated. 

The  attitude^  of  the  Santa  Fe  system  in  this  matter  of  opi'ration  of 
j)rivate  tank  cars  is  indicatcMl  \)y  the  following  statement  of  an  ottioT 
of  that  company: 

U\'  discoiira^'ed  the  Imildiii^'  <>f  tank  rars  bccaiisc  we  liave  to  pay  mileajre  «»ii  them. 
We  <n<l  not  say  that  we  wonM  not  oixTate-ears  if  anyone  wanted  to  build  tlieiii. 
We  have  at  times  allowed  private  tank  ear  owners  the  exclusive  use  of  their  eai>.  ai 
other  tirn«'s  we  have  <lerline(l  to  do  this,  hut  not  to  any  «rreat  extent.  Weha\ent'\>T 
heen  short  of  cars  for  our  regular  husiuess  exce}>t  for  a  <lay  or  two.  It  luis  Neii 
almost  iiiipo<<ihle  to  re<rulate  the  supply  at  times,  hut  I  do  not  helieve  that  any  patr*-!: 
of  our  line-  has  actually  suffered  for  cars.  We  sai«l  tliat  we  would  provide  sutticiciit 
cars  to  handle  the  husine^>.  We  did  not  decline  to  han<lle  cars  of  private  ow  ner-. 
hut  we  would  not  pay  them  milea;re.  If  we  ha«l  no  caj>!  and  nee»led  cars  t«»r  the  con- 
venience of  I  lie  t  rat  lie.  the  chance-  ai'e  that  we  would  take  tlie  cars  and  pa>  f.T  the  r 
use:  hut  if  weliad  car- of  onrowu  we  would  proi>ahly  say  to  the  "-hipiwr  that  \\»* 
\\<i  lid  handle  his  husine«^s  in  his  own  cars  and  not  allow  him  anythini:  for  their  u*>«  . 
I  nndeistand  that  a  railroad  i^  un«ler  no  ohliLfatiou  to  haul  cai-s  for  private*  parTu-« 
if  it  ha- c'luipment  of  its<t\\n-  we  can  <lecline,  if  the  railroad  company  c«»uld  i 
supply  car-  needed  hy  the  shipper,  it  wonM  not  onhnarily  <le<'Iine  t«»  handle  x\\ 
r:ii>  of  snc)i  shipper. 


i"i 
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Section  37.  Complaints  of  car  shortage. 

The  withdrawal  of  Union  Tank  Line  cars,  already  described,  in 
connection  with  the  failure  of  the  Southern  Pacific  to  provide  an 
adequate  supply,  was  a  ver}'  serious  matter.  Complaints  of  car  short- 
ap^e  were  almost  universal  among  independent  shippers,  who  regard 
this  condition  as  largel}',  if  not  mainlv,  responsible  for  their  loss  of 
business.  Deprived  of  adequate  means  of  serving  customers,  the 
independent  producer  has  very  generally  been  compelled  to  sell  his 
oil  to  the  few  large  companies  which  were  able  to  get  cars.  The  situa- 
tion was  l)riefly  summed  up  by  one  producer,  as  follows: 

The  whole  trouble  in  the  oil  situation  arisej*  from  hijjh  freight  rates  and  lat;k  of 
cars.  I..a*'t  year  we  were  delivering  oil  to  the  county  for  road  purposes,  but  had  so 
much  trouble  getting  can*  that  it  was  almost  impossible  to  do  business.  The  first 
question  a  purchaser  asks  is  whether  we  can  guarantee  deliveries.  We  have  to  say 
we  can  not,  and  negotiations  stop  right  there. 

The  complaint  of  car  shortage,  thus  generally  stated,  is  supported  by 
the  almost  uniform  testimony  of  representative  independent  producers. 
Some  of  the  statements  obtained  by  agents  of  the  Bureau  are  given 
below. 

Experience  of  the  rxixEi)  Oil  Producers. — A  former  manager 
of  the  United  Oil  Producers,  a  marketing  comimny  of  San  Fmncisco, 
has  testified  substantially  as  follows: 

In  1900  the  United  Oil  Prcxiucers  hail  a  contract  with  the  California  Street  llail- 
way  Company  for  120,000  l>arrels  of  fuel  oil  and  were  shipping?  the  oil  to  San  Fran- 
cisco over  the  Southern  Pacific.  I  asked  the  Southern  Pacific  for  more  cars.  They 
replie<l  that  they  had  none;  that  all  the  Union  Tank  Line  cars  were  the  prt>|>erty  of 
the  Standani  Oil  Company,  but  that  they  were  ^foinj^  to  build  more  cars.  I  went 
to  the  railway  company's  |M)wer  plant  and  notified  the  com|>any  that  we  were  out  of 
business. 

We  also  had  a  contract  with  the  Merchants'  Ice  and  CoM  Storage  Company.  I 
tol<l  them  that  we  were  <lone  up.  I  had  never  known  U^fore  this  that  the  cars  we 
had  been  usinjf  were  the  proi)erty  of  the  Standard  Oil  Company.  For  two  years 
after  1900  the  United  Oil  PnKlucers  continued  to  do  business  spasm<Mlically,  but 
never  got  cars  in  sufticient  and  repular  quantity.  When  the  railroaci  did  have  cars 
it  would  swamp  you  with  them,  and  then  it  would  take  then)  all  away.  The  South- 
ern Pacific  said  they  were  going  to  Imild  some  cars,  but  we  couldn't  get  them.  The 
Santa  Fe  showe<l  a  dispositi<m  to  help  tmX  in(h'i»endent  Hhip|>ers,  but  they  did  not 
reach  as  many  jMjints.  Tlu*  attitude  of  the  Southern  I*a<'ilic  wtu^  (piite  the  contrary. 
The  Southern  I^acific  aii<l  tlu»  Standani  Oil  C<»mpany  ran  us  right  out  of  bnsim'ss. 
The  Standard  Oil  (Vuupany  got  the  biisiness  that  we  lo.«t. 

A  representative  of  the  Revemie  Oil  Company  stated: 
Beginning  in  September,  1908.  and  roiilinuing  through  Nov«'ml>er,  HM)4,  I  had  a 
standing  ordiT  with  the  Southern  Pacific  for  5  cars  a  day,  or.  if  5  rars  roiiM  not 
Ik*  furnislu'd,  any  numln'r  up  to  .">  cars.  The  cntin*  number  of  cars  actually  fur- 
nisluMl  in  sixteen  months  was  ll.'>,  or,  in  (►ther  wonls,  acaralwait  every  tour  days 
instea<l  of  ')  cars  a  day.  These  cars  were  re<|ue>ted  trj  enable  the  Revemie  Oil  Com- 
pany to  fill  a  contract  with  the  American  \U^'\  Sugar  Company  at  Oxnanl.  This  con- 
tract called  for  2(>.0(M)  barrels.  We  couM  have  filled  the  <-<»ntract  in  thn'<'  months, 
wherejis,  by  n*a.-on  of  the  delav,  it  rcipiired  fifteen  months  lo  vv\\\\\>\v»Vv?  vV^\>;v\\v^> 
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Another  producer,  in  the  same  field,  said: 

The  greatest  difficulty  of  independent  producers  is  in  securing  cars.  The  averajje 
order  placed  by  the  Knob  Hill  Oil  Company  during  the  past  four  years  has  been  10 
cars  a  day.  Against  this  standing  order  with  the  Southern  Pacific  the  number 
actually  received  has  ranged  from  30  to  100  cars  per  month,  the  average  number 
being  about  40.  The  highast  number  ever  received  in  a  single  month  was  100  care. 
In  the  summer  of  1904  the  company  contracted  to  deliver  oil  at  Oleum  and  onlered 
4  cars  daily  from  the  Southern  Pacific.  During  the  first  month  of  this  contrart 
they  received  less  than  20  cars  and  during  the  balance  of  the  contract  period  the 
average  number  was  1  a  day.  I  have  no  doubt  that  my  company  could  sell  its 
oil  to  customers  at  a  profitable  price  if  deliveries  could  be  guaranteed.  In  liX>4  we 
could  have  sold  our  oil  at  20  cents  a  barrel  direct  to  customers  if  we  could  have 
obtained  cars.  We  could  not  do  this,  and  instead  we  were  forced  to  sell  our  pro- 
duction to  the  Pacific  Coast  Oil  Company  at  prices  gradually  declining  from  20  eent^ 
to  14  cents,  until  that  company  went  out  of  the  market  as  a  purchaser. 

These  statements  are  only  representative  of  a  large  number  of  the 
same  general  nature  obtained  from  responsible  producers.  The 
Bureau  has  a  mass  of  testimony  to  confirm  these  complaints  of  serious 
car  shortage. 

The  Southern  Pacific  Compan}-  did  not,  as  late  as  December,  19(>3, 
or  more  than  two  years  after  the  Union  Tank  Line  Company's  cars 
had  been  withdrawn  from  general  use,  and  after  the  oil  industry  in 
California  had  been  extensively  developed  and  its  permanent  chai'acter 
demonstmted,  have  a  sufficient  supph'  of  tank  cars,  and  this  condi- 
tion had  prevailed  for  a  long  time.  This  is  admitted  in  writing  by  the 
♦superintendent  of  transportation  of  the  Southern  Pacific  Company,  as 
the  following  letter  to  Mr.  I.  E.  Blake,  of  the  Transport  Oil  Conipanv. 
who  was  then  considering  the  purchase  of  cars  for  his  own  u<e,  clearly 
shows: 

SoiTHKHN    PaCIKK"   ('(»MPANY, 

Sati  Frn7}ciifC(f,  htr.  ,V,  7>'.;. 
jMr.  IsAA(    K.  Hlake, 

PrefikUnf  'I'nthsport  Oil  Co.,   '>.f4  Pnrmtt  Jinlliling,  (Jih/. 
I>KAK  Sijt:  1  liave  your  U'ttcr  (»f  the  Sth. 

The  reason  I  did  not  refer  to  the  probability  of  oar  being  able  to  supply  oil  eai> 
to  the  nunduT  nMjuired  in  the  future  is  beeause  it  is  iini)ossibIe  for  me  to  nuike  any 
predictions  in  that  line.  This  will  deptMid  very  larp'Iy  upon  the  (leveloj)nient  oi  the 
business,  wbieh  I  am  unable  to  foresee.  At  present  we  are  short  of  <-ars  to  till 
re«juirements    of   various  shij)pers,   and,  as  you  doubtless    know,  this  ntnifitinn   /<.».* 

l\i  istfi/  for  II  Ininj  fliiW  julst," 

\\\  •'  local  trallic"''  1  mean  tratlic  eontined  to  this  eomi)any's  rails. 
Y()urs  truly. 

(t.  F.  Kn  iiakhsov. 
SiijK'r'ut1()i(hut  of  Trmixp^irtntnn.. 

Answkks  ok  i:ailij()ai)  to  ('ompkaints  ok  car  shokta(;k.  Tho 
])()siti()n  of  the  Southern  raeilic  Conipnny  in  this  matter  of  car  shortage 
has  ah'eady    l)een   indicated.      An  othccr  of  tlie  Santa   Fe  system,  in 

"  Italics  by  Bureau.  ''  Ilefers  to  a  previous  letter.     8t»e  p.  47;>. 
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reply  to  complaints  of  producers  of  inabilit}^  to  get  cars,  has  t<3stified 
as  follows: 

We  Imve  at  times  been  unable  to  furnish  care,  but  we  have  never  refuned.  The 
reason  of  our  inability  at  times  has  been  the  demand  for  oil  and  the  fact  that  the 
j?rowth  of  the  business  got  ahead  of  us  until  we  got  new  cars  to  relieve  it.  I  have 
heard  of  no  shortage  at  any  of  the  leading  points  for  some  time.  There  has  been  no 
case  of  refusal  to  furnish  a  car  at  any  point.  I  will  say  that  we  have  had  little  or  na 
complaint  from  the  oil-loading  points. 

Section  38.  Charges  that  cars  were  deliberately  kept  idle. 

It  is  charged  by  some  producers  in  C/alifornia  that  the  Southern 
Pacific  Company,  after  the  withdrawal  of  Union  Tank  Line  cars,  not 
only  failed  to  provide  a  sufficient  num})er  of  oil  cars  to  handle  the 
traffic,  but  that  it  delil)erately  kept  a  portion  of  its  limited  suppl}'  from 
service.  The  withholding  of  Union  Tank  Line  c^rs  in  this  manner  has 
alread}'  been  alluded  to.  These  instances  occurred  several  years  ago, 
and  in  most  instances  shippers  were  unable  to  give  exact  dates  or  to 
say  whether  the  cars  thus  held  idle  belonged  to  the  Union  Tank  Line 
Company  or  to  the  railroad.  But  in  several  instances  it  was  stated 
that  railroad  cars  were  thus  held,  as  well  as  those  of  the  Union  Tank 
Line. 

An  oil  refiner  said  on  this  point: 

I  know  that  40  to  60  cars  were  l)eing  held  for  ten  days  loaded  with  oil  in  the 
Oakland  yards  when  all  the  oil  men  were  crying  for  cars.  These  cars  had  on  them 
in  big  letters  '*  HOI-.!)."     They  were  the  Southern  Pacific  Company's  own  c«rs. 

A  producer  in  the  Kern  River  field  testified  as  follows: 

For  two  years  the  Southern  Pacific  Comimny  had  an  adequate  supply  of  trars  which 
it  could  have  distributed  to  shippers,  but  they  have  not  l)een  suppliiMl  in  sufficient 
number  and  with  sufficient  regularity  to  enable  producers  to  comply  with  contracts. 
In  the  summer  of  IIKM  I  saw  a  hundred  empty  c^irs  in  the  Kern  yanl,  when  neither 
I  nor  any  other  indei)endent  shipper  <-ould  secur**  a  car.  I  bi'lieve  the  Southern 
Pacific  has  delil)erately  refuse<l  to  furnish  («rs  to  indejK'ndent  shipi)ers,  its  object 
Ix'ing  to  hold  the  oil  in  the  field  for  its  own  consumption. 

A  producer  in  the  Coalinga  field  stated: 

In  the  first  shortage  I  think  there  was  really  a  lack  of  cars,  but  later  there  would 
have  been  plenty  of  cars  if  eipiipment  had  Ihhmi  pro|)erly  handled.  Al)out  two  and 
one-half  years  ago,  or  pr(>bably  later,  1  renieml)er  there  were  two  sidetracks  filliHl 
with  cars.  The  Southern  Pacific  Company,  in  my  opinion,  have  had  cars  and  held 
them  back.  I  think  the  Santa  Fe  tritMl  hanler  than  the  Southern  Pacific  to  help 
shippers  in  this  matter. 

The  superintendent  of  one  of  the  largest  companies  in  the  Kern 
River  field  said: 

I  have  seen  a  long  string  of  empty  cars  on  the  gravel  switch  at  a  time  when  jiro- 
ducers  at  Oil  City  were  calling  for  cars.  (Oil  City  is  the  Southern  Pa<'ific  station 
in  the  Kern  River  field. )  The  Southern  I*acific  daimeil  to  be  short  of  motive  power; 
but  we  pro<lucers  suspi'cte<l  that  they  were  trying  to  break  the  price  in  the  int4»rest 
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of  the  Standard  Oil  Company  and  themselves.  The  car  shortage  undoubtedly  pre- 
vented producers  from  securing  contracts,  as  they  were  then  unable  to  guarantee 
deliveries. 

A  representative  of  the  Continental  Oil  Company  of  the  Kern  River 
field  said: 

Our  company  had  a  contract  in  UK)1  to  deliver  oil  for  ten  years  at  90  centn  a  liarrel 
to  the  United  Oil  Producers  of  San  Francisco,  guaranteeing  deliveries.  The  contract 
remained  in  force  only  a  month  because  we  could  not  get  cars.  The  company  cnnld 
get  only  three  or  four  cars  a  month  instead  of  four  or  five  a  day;  we  could  have  suM 
the  whole  product  if  we  could  have  had  cars.  I  have  seen  whole  sidetracki?  in 
Bakersfield  full  of  cars  when  we  could  not  get  any.  They  were  lined  up  there  at  the 
Standard's  tanks — they  may  have  been  the  Standard's  own  cars.  Aft«r  this  experi- 
ence we  did  not  dispose  of  our  oil.  We  started  to  as  soon  as  we  had  facilities  and 
then  shut  down.  In  September,  1903,  we  made  a  contract  with  a  beet-sugar  c^omjiany, 
subject  to  our  ability  to  get  cars,  at  a  price  of  22  J  cents.     Later  we  leascnl  our  proi»erty. 

A  large  consumer  of  fuel  oil  said: 

At  a  time  when  we  were  short  of  cars,  I  counted  87  empty  cars  iu  the  Southern 
Pacific  yards.  I  think  they  were  Southern  Pacific  cars;  at  least  most  of  them  were. 
1  don't  rememl)er  whether  there  were  any  Union  Xank  Line  cars.  I  told  my  partner 
about  it  and  he  went  down  and  asked  the  Southern  Pacific  why  they  didn't  send 
those  empties.     And  they  couldn't  answer  his  question. 

Section  39.  Unfair  apportionment  of  cars. 

CoMPi^iNTS  OF  INDEPENDENT  PRODUCERS. — Froiu  what  has  already 
been  said,  it  appears  that  independent  producers  not  only  complain 
of  a  shortage  of  tank  cars,  but  of  a  wilfully  unfair  apportioiuuent. 
The  principal  complaints  of  this  character  relate  toallej^cd  favoritism 
})y  the  Southern  Paciric  toward  the  Associated  Oil  Coni^)any.  Tht 
fact  that  the  Associated  Oil  Conipan\'  is  specialh'  mentioned,  nither 
than  the  Standard  Oil  Company,  may  be  due  to  the  fact  that  the  latter 
has  an  am])le  su[)ply  of  its  own. 

Representatives  of  the  Southern  Pacific  Company  and  of  the  Asso- 
ciated Oil  Company  deny  this  charge  of  favoritism,  but  it  is  strongly 
supported  i)v  the  testimony  of  producers.  Whereas  complaint^s  were 
ahnost  universal  on  the  part  of  independent  shippers  that  they  were 
unable  to  guarantee^  deliveries,  the  Associated  Oil  Company  can  and 
does  make  such  guarant(H\s.  Contract  after  contract  has  been  lost  by 
independ<Mit  prochictM's,  and  succeeded  to  by  either  the  Associated  Oil 
Company  or  the  Standard  Oil  Company.  The  charges  of  independ- 
ent shippeis  arc  corroborated  l)y  the  testimony  of  leading  receivers  of 
oil,  many  of  whom  hav(^  stat<Ml  that  they  had  s(M*ious  ditliculty  in 
obtaining  deliveries  w  hen  buying  fi'om  an  independent  producer,  init 
almost  ncvei'  when  they  [)ur(has(Ml  fiom  the  Associated  Oil  Company 
or  the  Standard  Oil  Company. 

The  Associated  Oil  Company  admits  that  it  never  lost  a  contract 
becau>e  of  car  shortaiic. 
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A  representative  of  the  Nevada  Count}'  Oil  Company  said  on  this 
point: 

In  1902  the  Neva<la  County  Oil  Company  was  considering?  the  advisability  of  tak- 
ing? certain  contracts.  The  parties  with  whom  we  were  negotiating  insisted  that  we 
agree  to  deliver  the  oil  as  they  re<iuired  it.  The  Southern  Pacific  Comi)any  informe<l 
us  that  they  were  not  able  to  guarantee  us  the  cars.  While  we  were  thus  unable  to 
take  thest»  contracts,  the  Associatini  Oil  Comimny  was  able  to  take  them  and  did  take 
them. 

A  representative  of  the  New  Pennsylvania  and  Barker  oil  companies 
Santa  Maria: 

Our  ex^)erience  in  Hakersfield  was  that  when  we  trie<l  to  get  outside  contracts  we 
could  not  get  cars  to  fill  them.  That  was  about  189*)  and  1900.  All  this  time  the 
Standard  Oil  Company  could  get  all  the  cars  they  wante^l,  and  the  cars  wen*  marked 
Southern  Pacific,  too.  The  railroads  would  say  that  they  would  try  to  get  a  car 
next  week  or  some  other  day  until  we  failed  to  make  deliveries  under  our  contracts. 
We  lost  two  of  the  l)e8t  contract**  we  had  in  that  way. 

A  positive  assertion  that  the  Southern  Pacitie  discriminated  among 
shii)pers  in  the  apportionment  of  empt}"  tank  cars  was  made  by  an 
agent  of  the  Tnion  Oil  Company,  whose  stat<?ment  may  be  summarized 
as  follows: 

During  the  earlier  |>eriod  of  development  at  Coalinga  there  was  a  real  shortage  of 
cars,  and  such  <'ars  as  were  nee<led  by  the  railroad  for  its  own  purposes  were,  in  fact, 
so  used.  When  a  more  adiHpiate  supply  of  cars  was  obtaine<l,  and  after  the  Southern 
Pacific  had  awpiired  an  interest  in  the  Ass(M"iate<l,  the  latter  company  was  oj>enly 
and  universally  favored  in  respect  to  car  supply,  lK)th  in  the  Coalinga  and  in  the 
Kern  River  field,  but  principally  in  the  latter.  I  fre^piently  had  occasion  to  make 
urgent  requisitions  for  cars,  but  in  vain,  when  there  were  a  dozen  or  more  at  the 
dis{>osal  of  the  AssiH'iated  Oil  Company  which  that  company  could  not,  for  the  time 
being,  use. 

The  sugge.stion  contained  in  the  above  statement  that  the  Southern 
Paeitic  looked  out  for  its  own  supply  of  crude  oil  before  providing 
shipping  facilities  for  its  jmtrons  is  indorsed  by  various  other 
producers. 

A  representative  of  the  King-Keystone  Oil  Compan)'  states". 

On  .several  (K'cajHions  we  had  orders  with  the  Dabney  Oil  (V»m|)any,  the  Four  Oil 
Comjwiny,  the  Pollock  Oil  Company,  and  nine  or  ten  others  for  cars  of  oil,  hoping 
that  we  might  get  a  supply  in  this  manner.  We  orden»d  much  more  oil  than  we 
really  nee<led  in  the  hope  of  thus  supplying  our  actual  needs.  Tbcse  companies 
were  told  by  the  railroad  comjianies  that  the  latter  would  not  give  them  any  cars 
for  several  weeks,  In'cause  they  wen*  filling  tln-ir  fuel  oil  tanks  in  Texas.  At  one 
time  we  had  an  order  with  the  Dalmey  Oil  Comjmny  for  six  wtvks  and  could  not 
get  a  car  of  oil.  The  railroad  company  told  us  they  would  not  liaul  any  cars  for 
anylxnly  but  themselves. 

A  former  representative  of  the  San  Joaquin  Oil  and  DeveloiHuent 
Comjmny  stated  in  this  connection: 

We  thought  the  i^r  shortage  was  due  to  a  dis|M>^*ition  <>n  the  part  of  the  railroad 
not  to  furnish  cars.     KverylKwly  bad  the  .»«ame  trouble.  exa*pt  with  regard  to  earn 
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for  railroad  business.  The  railroads  had  contracts  with  companies  in  Kern  River, 
and  most  of  the  oil,  at  one  time,  was  shipped  out  as  railroad  oil.  Desiring  oil  them- 
selves for  their  own  fuel  they  would  use  their  cars  for  that  purpose,  di>!reganiing 
what  might  be  earned  in  freight  on  oil  transported  for  other  parties. 

An  oflScer  of  the  Independent  Oil  Producers'  Agency-: 

The  largest  consumers  of  oil  on  the  coast  are  the  Santa  Fe  and  the  *Southt*rn 
Pacific.  Tank  cars  being  under  their  control,  they  first  supply  their  own  waot^. 
Any  excess  above  their  requirements  on  a  given  day  is  supposed  to  be  distribute*! 
upon  a  pro  rata  basis.  The  number  thus  distributed  is  small.  Lai^  cons^umer?, 
therefore,  knowing  that  the  agency  could  not  guarantee  deliveries,  could  not  afford 
to  place  their  orders  with  that  company,  but  in  order  to  be  sure  of  oil  to  meet  their 
requirements  are  compelled  to  purchase  from  strong  delivering  companies.  Even  if 
the  agency  had  it^?  own  cars  there  is  no  certainty  that  the  railroads  would  move 
them  with  sufficient  regularity.  It  is  well  known  that  at  times  when  («.rs  were  n<:»t 
delivered  according  to  requisition,  there  were  ui)on  different  switches  a  number  vi 
cars  which  would  have  measurably  covered  requirements. 

A  leading  producer  of  McKittrick: 

The  Associated  Oil  Company  had  no  trouble  in  getting  CArs  to  fill  a  contrai't  whirh 
we  were  unable  to  fill  by  reason  of  la<'k  of  cars.  We  had  no  trouble  when  we  sold 
to  the  railroad. 

The  Pacific  Oil  Transportation  Company  (a  concern  wholly  distintt 
from  the  Pacific  Coast  Oil  Company)  had  no  seriou.s  conij>laint  in . 
regard  to  obtaining  c^irs.  but  in  explanation  of  this  it  was  found  that 
the  Southern  Pacific  Company  had  specifically  set  aside  for  the  Pai*itic 
Oil  Transportation  (JompaiU'  20  large  cars  which,  under  rapid  move- 
ment, wen*  able  to  take  care  of  a  large  part  of  the  Kern  River  bu>i- 
ness  of  the  company.  This  situation  was  explained  by  an  oHitt»r  f 
the  Pacific  Oil  Transportation  Company  as  follows: 

Tlu'  Southern  Pat-itio  Company,  for  our  forei*:^n  service,  put  on  20  lar^re  i.^Ol^-harivl 
Ciirs  to  be  uhimI  exelusively  by  us  between  Alameda  Point  and  Dil  Sidinir  No.  -. 
Kern  Kiver.  This  oil  was  for  export  business  only,  and  the  oars  were  g^iven  us  in 
consideration  of  our  e(piij)j>injj:  a  vessel  as  an  oil  carrier  between  San  Franeirm* 
and  ^lonterey.  We  would  not  have  built  this  vessel  without  assurance  thai  w 
would  have  facilities  for  rail  trans[)ortati(>n.  We  have  had  no  other  cars  than  these 
set  apart  lor  our  exclusive  use.  This  is  not  a  discrimination,  as  the  arranirenient 
was  made  for  the  consideration  note<l.  We  have  no  preference  in  ol»taininjr  a  supply 
of  commercial  cars  for  oil  shipments,  and  we  have  had  a  good  deal  of  trouble  iu 
obtaininjj:  such  cars. 

The  Stockton  Milling  Company  is  one  of  the  few  consumers  rejH>rt- 
ing  any  serious  delay  in  dcliveri(\s  when  l)uying  from  the  Associated 
Oil  Company.  An  olhcer  of  the  milling  company  said  that  when 
buying  of  the  Associated  under  a  contract  made  in  UM):>  then*  were 
occasional  dcmurragt^  bills,  and  at  on(^  time  his  plant  hjid  to  shut 
down  for  lack  of  oil.  lie  stated  that  in  1!R)5,  on  the  expinition  of 
the  contract  with  the  Associated,  the  company  made  a  three-year  con- 
tract with  the  Standard  Oil  Company  and  has  had  no  ditiiculty  in 
obtaining  prompt  deliveries.  The  Standard,  however,  also  named  a 
lower  price. 
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Shipmkxts  of  the  Revenue  Oil  Company. — About  the  only  oil 
companies  which  did  not  complain  of  trouble  in  getting  cars  were 
either  the  large  companies  which  had  equipment  of  their  own  or  a 
few  concerns  which  sold  the  bulk  of  their  oil  to  the  railroads.  It  is 
the  almost  unanimous  testimony  of  producers  that  in  delivering  their 
oil  to  the  railroads  or  to  the  Associated  Oil  Company  cars  were  pro- 
vided, even  though  at  the  same  time  they  were  unable  to  obtain  cars 
for  their  other  contracts.  This  is  strikingly  shown  in  the  case  of  the 
Revenue  Oil  Company.  As  already  noted,  this  company  was  able  to 
get  only  about  a  car  every  four  days  for  its  contract  with  the  Ameri- 
can Beet  Sugar  Company,  whereas  it  desired  five  cars  a  day.  During 
a  j)eriod  of  fifteen  months  it  shipped  115  cars  to  the  Americ*an  Beet 
Sugar  Conn>any  on  this  contract,  and  its  shipments  to  miscellaneous 
consumers  were  but  90  cars.  In  the  same  period  it  was  able  to  ship 
653  cars  to  the  Associated  Oil  Company.  The  shipments  of  this  com- 
j%iny  from  September,  1903,  to  December,  1904,  to  its  various  con- 
signees, are  shown  in  the  following  table:     . 

SHIPMKNTS  OF  OIL  BY  THE  REVENIE  OIL  ('0M1»ANV.  BY  MONTHS.  SEITEMBER.  1903.  TO 

DECEMBER.  Hm. 


Consignees. 


Califor- 
M(inth.  l)e  nia      Srnith- 

CampA:  Brick  &  trn  Va-  ,  '"V"  „ 
M<*her.  Pottery  elHc  Co.  "^X 


Divi  Amen- 

/linl     Alpine    Asvxi-      i-an 
*..,"!i.    IMnster  atiHl  Oil     Beet 
Co.         Co.       Sn^ar 


i\  E. 
Justin. 


Nunil>er  of  cars. 


Septemtjer. 
October  ... 
November . 
DiTeinber  . 


17 
12 
1 


3  1 

2  I 


l.V.  ' 


2<l 
70 
1»W> 
6M 


January' 

February . . . 

March 

April 

May 

June 

July 

AUNTUMt 

SeptemU-r.. 
October  .... 
NovemlKT . . 
Ileeeniber  . . 

Total  . 


1 
1 
1 
13 


35  : 


73 

I 


h 
is 
4 

7 

9 


(i2 

'20 

43 

S3 

93 

114 

7 

tW 

11 

Irt 

10 

•2 


♦WVi 


Percknta<;e  of  cars  obtainkd  by   ixi)p:pkni)knt  pkoduckrs. — 

The  complaint  of  oil  prcnlucers  that  the  supply  of  tank  cars  at  Kern 

Kiver  was  unfairly  apiK)rtione(i  and  that  the  As.sociated  Oil  Company 

obtained  more  than  a  reasonable  share  of  this  e<iuipm(»nt  ap^K^ars  Us 

28489— OC 31 


482  TBANSPOBTATIOK   OF  PETBOI^UM. 

be  well  borne  out  by  the  record  of  the  Southern  Pacific  Company  at 
its  Oil  City  station.  This  record  is  intended  to  show  the  number  of 
cars  sent  out  of  the  feern  River  field  by  every  nhipper  except  the 
Standard  Oil  Company  and  the  Pacific  Coast  (Standard)  Oil  Company, 
for  which,  the  agent  said,  no  returns  were  kept.  A  summary  of 
these  shipments,  showing  those  of  the  Associated  Oil  Company,  the 
railroads,  and  one  or  two  other  large  shippers,  in  contrast  with  those 
of  miscellaneous  producers,  appears  in  the  following  table: 
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The  explanation  given  by  the  Southern  Pacific  agent  for  not  keep- 
ing a  record  of  the  shipments  of  the  Standard  Oil  Company  was  that, 
owing  to  the  fact  that  the  Standard  had  a  pipe,  line  from  the  Kern 
Kiver  lield,  its  rail  shipments  were  not  heavy. 

From  the  above  table  it  will  be  seen  that  in  the  last  six  months  of 
1903  the  Associated  Oil  Company  had  about  40  per  cent  of  the  cars 
moving  out  of  the  Kern  River  field,  whereas  for  the  year  1904  its 
portion  was  nearly  45  per  cent,  and  this  would  be  much  greater  if  the 
low  percentage  in  November  and  December  were  not  taken  into 
account.  These  months  might  fairly  be  omitted,  since  it  will  l>e  seen 
that  where  the  percentage  of  the  Associated  Oil  Company  dropped  off 
sharply,  that  of  the  Southern  Pacific  Comjmny  increased  heavily. 
The  table  indicates  very  clearly  the  beggarlv  share  of  cars  obtained 
by  the  large  number  of  miscellaneous  producers.  Out  of  31,458  <*ars 
shipped  in  the  last  seven  months  of  1903,  only  2,725,  or  less  than  9 
per  cent,  went  to  the  ordinar}'  miscellaneous  producers. 

For  ten  months  of  1904  the  actual  number  of  cars  shipped  by  these 
producers  fell  below  2,000,  and  the  proportion  dropped  to  only  5.1 
per  cent  of  the  total.  This  comparison,  however,  overstates  the  sup- 
ply of  cars  available  for  independent  producers  for  shipment  to  the 
open  market,  since  a  few  heavy  allotments  of  cars  to  independents  are 
explained  })y  the  fact  that  the  oil  was  delivered  to  one  of  the  railroad 
companies.  From  the  above  figures  the  reader  may  judge  of  the 
relative  amount  of  equipmenl  available  to  the  ordinary  producer  for 
shipment  to  market  in  competition  with  his  larger  rivals.  It  will  W 
noticed  that  the  rnioii  Oil  Company  and  the  Pacific  Oil  Trans|X)rta- 
tion  Company  juv  not  includod  a>  miscellaneous  .shippers.  One  reason 
for  this  is  that  the  l^uion  Oil  Company  had  a  num1)er  of  ears  of  it> 
own,  while  the  Pacific  Oil  Transi)oitation  Company  enjoyed  the 
exclusive  use  of  a  number  of  cars. 

Assuming  that  the  average  capacity  of  cars  shipped  in  1904  was  'iL*o 
barrels,  a  careful  estimate,  then  miscellaneous  independent  producei-s 
in  the  Kern  River  lield  shipped  at  a  rate  of  about  500, (H)0  barrels  in 
that  year,  whereas  the  production  of  such  shii)pers  was  about  ten  times 
that  (juantity.  The  total  production  of  the  field  in  1904  was  alH)ut 
17,2<K),(M)0  i)ari*els.  The  miscellaneous  independent  producers  thus 
conti'ibuted  nearly  HO  per  cent  of  the  production,  whereas  they  ohtaiined 
only  al)out  5  i)cr  cent  of  the  cars  actually  loaded  from  that  fit^M.  not 
including,  of  coui'se,  oil  sold  l)v  them  to  other  shippers.  The  produc- 
tion of  the  Associat(Ml  Oil  Company  at  Kern  River  in  1904  was  not 
more  than  Ho  pci'  cent  of  the  total  output  of  that  field,  whereas  ii 
obtained  4r)  per  cent  of  th<»  cars  shipped  from  that  field  in  that  year. 
Tin*  Associatcnl  Oil  Company's  percentage,  however,  was  really  gi*eater  . 
than  4.*)  p<M*  cent,  since  a  considerable  amount  of  its  oil  was  deliverevl 
Ht  tlic  field  to  the  railroad  companies  for  their  own  use.     The  As<o- 
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ciated,  it  should  be  noted,  bought  considerable  oil  from  indejKindent 
producers. 

While  the  possession  of  a  large  share  of  the  business  is  not  in  itself, 
of  cQurse,  evidence  of  unfairness,  the  increase  in  the  percentage  of 
business  handled  b\'  the  Associated  Oil  Company,  taken  in  connection 
with  the  testimony  of  independent  producers  regarding  loss  of  con- 
tracts, is  suggestive  of  discrimination. 

It  should  be  noted,  furthermore,  that  by  ,Iune,  11)03,  when  this 
record  was  first  compiled  b}-  the  Southern  Pacific  Company's  agent  at 
Oil  City,  independent  producers  had  already  lost  a  large  amount  of 
business.  If  comparison  w^ere  to  be  made  with  an  earlier  period,  the 
contraction  of  shipments  by  independent  operators  w^ould  undoubt- 
edly be  much  more  strikingly  indicated. 

Effect  of  coMrETiriON. — Although  comi)laints  of  car  shortage 
were  made  against  both  the  Santa  Fe  and  tin*  Southern  Pacific,  producers 
were,  generally  speaking,  more  pronounced  in  their  complaints  against 
the  Southein  Pacific  than  against  the  Santa  Fe.  It  was  the  opinion  of 
some  producers  that  cars  were  supplied  more  freely  where  there  wjus 
opportunity  for  competition  between  these  two  roads;  and  in  this  con- 
nection the  following  letter  from  the  field  supeiintendent  of  the  Alma 
Junior  Oil  Company  to  Messrs.  l)e  Camp  Si  Mosher  is  of  interest. 

[Alma  .Iiiiiior  Oil  Company,  jri^ncral  <»fti<M'.  Napa.  Califoniia.] 

Bakkrsfiei.d,  Calif.,  ^fa}/  1;^,  ItfOS. 
Metf^rx.  De  t^AMP  &  M(»si{ek,  S<ni  Frnnrhro^  ^ '-"/'/• 

Gentlemen:  I  shipi>e(l  you  two  cars  to  Kniglits  I^iidin^  yestenlay,  as  they  were 
both  small,  but  an  you  s|>okeof  telejrraphinj?  when  I  pot  a  car  reiidy  to  nhip  must  say 
it  would  l)e  impossible  to  do  so  and  keep  any  iH*a(.v  with  the  R.  R.  Co.  as  to  holding 
their  ears,  as  the  ears  are  set  in  at  the  rack  at  S)  o'chn-k  and  must  be  billed  at  12..'^ 
to  jro  out  and  should  we  let  a  car  set  over  ni^ht  at  the  rack  waiting  shipping  instruc- 
tions it  would  l)e  a  long  time  l)efore  we  would  get  another  st*t  ifi,  but  if  you  can  get 
stations  cm  the  Santa  Fe  road  I  can  often  get  Santa  Fe  cars  when  there  art*  no  S.  P. 
cars  to  Ix?  had. 

Also  I  notice  when  oil  ran  be  sent  either  iray,  S.  l\  cars  are  more  plentiful  at  onre." 

The  agent  told  me  when  I  wrote  you  he  could  wt  in  two  cars  each  day  from  that 
on  and  has  set  in  three  cars  sin<'e,  and  when  1  call  his  attention  to  it  he  can  only  say, 
"No  cars." 

Now  I  can  fully  realize  how  uncertain  you  are  as  to  the  oil  Ijeing  at  the  jKiint  you 
exj>ect  it  to  lx»  within  the  time,  and  will  try  the  l)est  I  know  how  until  I  hear  from 
you  alM»ut  the  Santa  Fe  pn)i>ositif>n,  an<l  feel  sure  it  is  a  way  out  of  the  prest»nt 
ditticulty  we  art*  in. 

Hoping  to  hear  favorably  from  y<»u,  I  am,  yours,  etc., 

Alma  Jr.  Oil  Co. 
W.  VV.  Stephenson. 

Section  40.  Effect  of  car  shortage  upon  business  of  independent  producers. 

That  inability  to  secure  ears  has  resulted  in  frequent  loss  of  con- 

tmets  by  independent  produeers,  and  in  fact  has  iiraetically  diseouniged 

"  Itali(«  by  Bureau. 
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them  from  entering  into  contracts,  is  amply  established  by  the  evi- 
dence obtained  by  agents  of  the  Bureau. 

Experience  of  the  King-Keystone  Oil  Company. — A  striking 
instance  of  the  effect  of  car  shortage  upon  the  business  of  independent 
produ<'ers  is  afforded  in  the  case  of  the  King-Keystone  Oil  Company. 
The  experience  of  this  concern  was  related  by  an  officer  of  that  com- 
pany as  follows: 

The  King-Keystone  Oil  Company  in  the  early  part  of  1903  was  engageil  in  buying 
fuel  oil  and  distributing  it,  and  we  had  built  up  a  business  with  distributing  facil- 
ities in  various  parts  of  the  State.  In  consequence  of  inability  to  get  cars  the  King- 
Keystone  Company  was  forced  to  go  out  of  business  and  turn  over  to  the  Standanl 
Oil  Company  lifty-three  live  contracts.  These  contracts  were  assigned  to  the  Stand- 
ard Oil  Company  on  May  20,  1903.  They  were  with  the  best  consumers  in  San 
Francis<.'o,  and  our  action  was  forced  upon  us.  While  we  were  suffering  thus  for  lack 
of  cars  we  know  as  an  absolute  fact  that  in  several  instances  there  were  from  t)5  to 
80  cars  lying  in  the  West  Oakland  yards  of  the  Southern  Pacific  with  signs  on  **To 
be  held."     This  was  about  June,  1903. 

The  King-Keystone  Oil  Company  had  a  contract  with  the  Illinois-Pacific  Glass 
Works  and  were  under  $10,000  bond  to  guarantee  delivery.  At  times  when  the  rail- 
road didn't  furnish  cars  we  hauled  it  in  tank  wagons.  When  it  got  to  the  ix)int 
that  the  glass  comi)any  was  almost  compelled  to  shut  down,  they  demande<i  that  we 
either  pay  the  ?10,(XX)  or  furnish  the  oil.  I  notified  Mr.  Krutt«chnitt,  of  the  South- 
ern Pacific,  that  I  would  sue  him  for  $10,000  if  he  did  not  provide  cars,  and  he  imme- 
diately delivered  four. 

The  King-Keystone  Oil  Company  als<.)  had  contracts  with  the  California  Wine 
Association  for  their  various  plants  throughout  the  State,  and  with  the  Italian-Swiss 
C(>lony  and  the  California  Wine  and  Brandies  Company.  We  lost  a  renewal  of 
these  three  contracts  in  tlu'  middle  of  1903  because  the  railroads  did  not  furnish  rar>. 
AVe  sent  Mr.  Kossi,  president  ot"  the  Italian-Swiss  Colony,  to  see  Mr.  Richardson,  ni 
the  Sontlieni  Paciiic  The  only  way  he  could  get  his  order  tille«l  was  l»y  buviiiir 
from  the  Standard.  Asa  rfsull  of  the  dilliculties  I  havedescril)e<l  we  werecdinj^ellt'tl 
to  }^n)  out  of  the  fuel-oil  busines>. 

The  Buieiiu  has  on  tile  ii  detailed  list  of  the  eontracts  as.sio-ned  to  the 
Standard  Oil  Company  by  the  Kino-Keystone  Oil  Oompaiiy  when  the 
hitter  was,  aeeordino-  to  its  statement,  forced  to  al)aiidon  operations  in 
th(»  manner  ai)ove  d(\^(ril)ed.  The  delivered  prices  ofonerally  rantrtnl 
from  To  cents  to  \K)  cents  |)ei"  barrel,  and  there  were  several  at  SI. 50. 

Otiikk  insta^cf.s.  -  Kefeicnce  has  already  been  made  to  the  ditticnl- 
ties  experienced  by  the  Montt^  (f  i>to  Oil  Oompany  in  its  etloi't^  to 
secui'c  cars  t'oi*  d(diverino-  oil  to  the  old  Market  Street  Kailway  Com- 
pany. As  a  lesult  of  the.ve  ditiic  ulties.  the  Montt-  CristoOil  Coin])anv 
slato  tlijit  it  >n;is  foic(  (I  to  assit:n  thi>  (ciitiact  to  th(*  racitic  (  t):i>t 
Oil  C()mj>'any.  and  finally  the  Monte  Cri>to  turned  over  all  itsbnsiiu» 
in  San  1^  rancisco  to  the  Pacific  Coast  Oil  Company  and  contnictetl  for 
th<'  sale  of  its  (Mitire  prcnluction  for  five  years  at  20  cents  a  barrel. 

Kefeirino-  to  thi>  oxj)ei-i(Mice  of  the  Monte  Cristo  Oil  Coinpaiiv.  a 
former  otiicer  said: 
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The  contract  of  the  Monte  Cristo  Oil  Conij)any  to  sell  5,000,000  barrels  of  crude 
oil  to  the  Pacific  Coast  Oil  (^onipany  resulted  from  the  fact  that  we  could  not  get, 
or  rather  that  the  Market  Street  Railway  Company,  to  which  we  were  selling,  could 
not  get  cars,  s^)  we  turne<l  these  contracts  over  to  the  Pacific  Coast  Oil  Company. 

An  officer  of  the  Union  Oil  Company  states  that  after  the  Pacific 
Coast  Oil  Conipan}'  built  its  pipe  line  into  the  Coalinga  field  the  pipe 
line  of  the  Union  Oil  Compan}'  in  that  field,  which  had  previously 
transjx)rted  oil  to  the  railroad  sidinp^,  went  out  of  business  because  it 
could  not  obtain  cars.  Prior  to  the  construction  of  the  pipe  line  of  the 
Pacific  Coast  Oil  Company  there  had  been  no  trouble  in  securing  cai-s, 
since  the  Southern  Pacific  had  rented  a  large  number  of  Union  Tank 
Line  cars.  He  also  stated  that  his  company  had  been  short  of  cars 
al)out  11^0:2,  and  had  lost  a  good  many  contracts  in  consequence.  The 
Union  Oil  Company,  he  said,  withdrew  some  of  its  men  from  the  field, 
not  daring  to  make  contract^.     He  said: 

I  never  knew  the  Standard,  or  the  Pacific  Coast  Oil  Conii>any,  or  the  Associated 
Oil  Company  to  lose  a  contract  by  reason  of  car  shortage.  We  lost  a  great  many 
l>ec*ause  we  could  not  guarantee  delivery. 

An  officer  of  the  Alma  Junior  Oil  Company  said: 

We  had  a  contract  with  De  Camj)  &  Mosher  to  sell  2,000  Ijarrels  a  month,  with 
the  privilege  (»f  their  taking  10,000  barrels  a  month.  De  Camp  <fe  Mosher  stop|K?<l 
buying  our  oil  because  we  could  not  get  cars  in  winch  to  deliver  it.  Our  ct)ntract 
was  at  25  cents. 

A  representative  of  the  Alma  Oil  Compan}-: 

We  did  not  dare  to  take  a  contract  for  delivery  of  oil  either  in  San  Francisco  or  Los 
Angeles,  l>ecause  we  could  not  be  assuri^l  of  getting  suflicient  cars  to  fill  such  a  con- 
tract. The  Black  Jack  and  the  Alma  comiwinies  have  not  had  a  great  deal  of  trrm- 
bie  al>out  cars,  bi»cause  they  sell  very  largely  to  the  Santa  Fe  and  the  Ass<K'iated  Oil 
Cf)m|)any,  which  take  care  of  the  car  problem.  One  of  the  largest  manufacturing 
companies  in  San  Fnincisco,  however,  wante<l  to  make  a  contract  with  me  for  a 
quantity  of  oil  which  I  could  have  supplietl,  but  I  would  not  take  the  contract 
l>ecause  I  could  not  have  any  assunince  of  getting  cars.  I  could  have  realized  sev- 
eral cents  per  barrel  more  than  the  Santa  Fe  pai<l  me  if  I  had  lK»en  able  to  take  this 
contract. 

An  officer  of  the  East  Puente  Oil  Ccmipany: 

1  have  not  tried  to  ship  oil  for  Xwn  years.  I^int  year  I  soM  to  the  railroad  f.  o.  b. 
fiehl.  I'revionsly  1  tritnl  to  do  some  iML^^iness  in  ^<hipping  oil,  but  I  c<»uld  not  m*t  any 
cars.  I  was  afraid  to  sign  a  contract  guaranteeing  deliveries,  and  I  gave  up  shipping. 
I  have  had  chances  to  nuike  contract.-^,  but  I  would  not  make  them  and  guarantee 
deliveries,  because*  I  knew  I  could  not  get  cars.  I  <*ould  certainly  lind  a  market  f(>r 
my  oil  if  1  couhl  get  cars,  a^'snming  that  fn-ight  rates  were  the  s^me  to  everyUtdy. 

These  are  hut  instances  of  an  exp<»rience  which  in  a  smaller  way  was 
common  to  a  very  lar^e  number  of  independent  producers. 
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Section  41.  Experience  of  the  Dabney  Oil  Company. 

The  difficulty  experienced  by  the  Dabney  Oil  Company  in  it^  effort?* 
to  obtiiin  equipment  was  so  serious,  and  certain  circumstances  con- 
nected with  it  are  so  peculiar,  as  to  warrant  a  somewhat  detailed 
description.  Moreover,  in  this  particular  case  a  fuller  treatment  is 
especially  warranted,  because  it  illustrates  so  aptly  the  disastrous  effect 
.on  the  business  of  California  oil  producers  which  necessarily  follows  a 
failure  on  the  part  of  railroads  to  supply  adequate  equipment,  or  to 
distribute  the  same  impartially.  The  proi>erty  of  the  company  is 
located  in  the  McKittrick  field.  The  company  has  18  wells.  At  one 
time  it  produced  12,000  barrels  of  oil  in  a  single  month,  but  in  the 
middle  of  11M)5  it  was  producing  onl}'  150  barrels  a  day.  In  the 
meantime  the  value  of  its  securities  had  depreciated  very  largely. 
The  difficulties  of  this  company  were  discussed  at  considerable  length 
in  the  annual  report  of  the  president,  submitted  to  the  stockholders 
in  March,  1905.     The  president,  in  the  course  of  this  report,  said: 

The  history  of  the  oil  business  in  California  is  a  history  of  (iisappointnients  and 
the  I)a])ney  Oil  Company  is  no  exception  to  the  rule.  To  no  one  have  tlie  disap- 
pointments !)een  so  keen  or  so  disastrous  as  to  myself. 

^  «  K  «  *  *  «• 

At  the  time  of  your  last  meeting  at  Bakersfield,  on  the  30th  day  of  June,  1903,  I 
mentioned  to  you  the  three  ditiiculties  with  which  our  company  was  contendinjj. 
You  will  recall  them:  Water,  lownass  of  price,  and  lack  of  transj)ortation.  Tfiese 
three  difficulties  continued  to  pursue  us,  and  instead  of  improving,  as  I  had  hf>pe«l, 
they  grew  in  intensity.  As  to  the  dif!iculty  caused  by  the  flooding  of  our  oil  sands, 
after  months  of  effort  we  finally  succeeded  in  very  nearly,  although  not  entirely, 
eliminating:  it. 

The  dilhcnlty  of  (Iccliniuir  prices  has  hcen  continuous  and  progressive.  When  oil 
was  selling  at  McKittrick  wc  thought  it  ruinously  low,  hut  in  a  year  alter  your 
meeting:,  instead  of  IxMug  worth  <».')  cents  at  the  wells,  as  we  had  hoptni,  it  wjuj  worth 
but  11  cents,  and  the  newspapers  of  California  were  filled  with  article.*^  openly 
declaring  that  the  independent  oil  men  of  the  Pacific  coast  were  doomed:  that  the 
Standard  Oil  Com|)any  had  inaugurated  and  were  carrying  forward  a  canif>aign  with 
the  deliberate  purposi-  of  wi|)in«:  the  imlepcndent  producer  (►ut,  and  that  eacFi  time 
when  that  great  corporation  de(Iarc<l  a  dividen<l  to  its  stockholders  in  New  York  it 
notified  the  j»rodu<'ers  on  the  l*acilic  coast  (»f  a  reductir»n  in  the  price  of  the  crude. 

Our  third  dillicnlty.  that  of  lack  (»f  transportation,  was,  after  all,  the  most  serious. 
for,  with  aiUMjuate  transportation,  enabling  us  to  reacli  the  markets  of  the  world,  and 
guarantee  <leli\  cries  so  we  could  make  time  contracts,  we  couUl  always  obtain  an 
a<le(|uate  ])ricc  for  our  product.  .\t  the  time  of  our  last  meeting  I  stated  to  yon  that 
I  l)elieved  that  the  operation  of  the  Standard's  j>ij)e  line,  which  had  just  then  btt-n 
completed  from  BakerslieM  to  San  Francisco,  would  improve  our  transp<»rtation 
facilities.  This  was  the  general  oj)inion,  and  seemed  to  me  reasonable,  for  we 
exju'cted  that  that  i)ipe  line  would  transport  a  large  amount,  and  so  relieve  the 
j)ressnre  u]n)n  the  tank  cars  and  enable  us  to  procure  a  larger  nund)er  of  cars  tor  our- 
selves, but  it  never  operated  in  that  way.  Instead  of  more  cars,  for  reasons  which  I 
will  not  liere  jittempt  to  explain,  we  were  furnishetl  fewer  and  fewer  cars,  and  found 
it  m(»re  and  more  dillicult  to  find  an  (»ntlet.  1  betame  personally  convinceil  that, 
altlioUL'h  we  bad  one  of  tlie  linest  oil-producing  properti€^<  in  the  worhl,  that  thejv 
was  no  future  for  us  unlos  we  <-ould  control  the  transportation  and  be  able  to  ship 
(Kir  pnnluvl  without  l)eing  l\iv\u\veretl. 
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An  officer  of  the  company,  in  conversation  with  agents  of  the 
Bureau,  referred  more  explicitly  to  the  difficulty  in  obtaining  ears. 
He  said,  in  substance: 

About  two  years  ago  we  >)egan  to  lose  customers  on  account  of  not  beinjr  able  to 
get  cars.  We  had  the  Northern  California  Power  Company  an  a  customer  up  to  two 
months  ago,  but  we  have  lost  them  now.  We  have  j^ometimes  lK»en  forcetl  to  keep 
them  waiting  for  oil  for  two  weeks,  owing  to  our  inability  to  get  cars.  The  Southern 
PaciHc  Comimny  would  tell  us  that  their  cars  were  in  Texas  and  other  places,  and 
that  they  had  none  to  give  us  when  we  wanted  them. 

As  a  result  of  the  inability  of  the  company  to  obtain  means  of  tnins- 
portation,  it  finally  made  a  contract  to  sell  its  product  in  the  field  to 
the  Associated  Oil  Company  at  15  cents  a  barrel.  The  superintendent 
of  the  company,  in  a  report  to  the  stockholders  in  March,  lt)05,  said 
in  reference  to  this  contract: 

Before  the  Standard  Oil  Company  entered  the  field  we  had  no  trouble  in  getting 
(^rs,  and  the  conifXitition  was  not  so  great  but  what  we  got  a  goo<i  price  for  the 
oil,  namely,  &2  cents;  and  early  in  liK)l  we  received  as  high  as  72  cents  |)er  barrel. 
To-day  we  are  oblige<l  to  S4»ll  our  product  to  the  Associated  Oil  Comjiany  at  their 
I)rice,  namely,  15  cent*>  a  barrel,  f.  o.  b.  cars. 

With  a  production  of  12,000  barrels  a  month,  the  Dabne}^  Oil  Com- 
pany would  require  at  least  60  large  cars  to  handle  its  output,  and  it 
is  stated  that  some  years  ago  the  company  actually  shipped  as  many 
as  60  or  70  cars  a  month.  This  may  therefore  be  regarded  as 
fairl}'  measuring  its  retpiirement.s.  How  far  the  Southern  Pacific 
Company,  which  is  the  only  railroad  reaching  the  McKittrick  field, 
failed  to  supply  the  Dabney  Oil  Company  with  e(iuipment  may  there- 
fore be  appreciated  from  the  following  statement,  taken  from  the  books 
of  the  Dabney  Oil  Company,  showing  month  by  month  the  number  of 
cars  actualh^  obtained  from  May,  1W2,  to  July,  liH)5: 

NUMBER  OF  TANK  CARS  OBTAINED  BY  THE  DABNEY  OIL  COMPANY.  BY  MONTHS.  MAY, 

19U2,  TO  Jl'NE.  19U6. 


Month.  1902.  1903. 


January ^ 

February | 

March 

April 

May ,  35 

June I  31 

July I  18 

A  UK  ujtt '  2H 

September 1  23 

October 16 

NovembiT m 

DecemUT •2:\ 


i,  ' 

1904. 

1905. 

14 

22 

15 

12 

12 

18 

17 

9 

IG 

lU 

IS 

11 

20 

13 

12 

•27 

rf 

15  . 

16  . 

24 

25 

14  . 

11 

24  . 

13 

M  . 

10 

IS  . 

These  figures  not  only  illustrate  the  extent  to  which  the  company 
was  handicapped  in  it«  efforts  to  reach  a  market,  but  tlv^v  \vA\r»\j^.  '^ 
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condition  that  may  be  regarded  as  fairly  representative  of  the  experi- 
ence of  independent  shippers. 

That  the  Dabney  Oil  Company,  on  account  of  the  failure  of  the 
Southern  Pacific  to  furnish  cars,  lost  a  large  number  of  contrai-ts  L^ 
testified  to  not  only  b\^  the  officials  of  that  compan\^  but  by  its  former 
pations  as  well,  and  also  by  disinterested  third  parties  familiar  with 
the  conditions. 

A  former  manager  of  the  Dabney  Oil  Company  on  August  26, 11>05. 
stated  that  the  company  had  lost  so  much  of  its  business  on  account  of 
failure  to  obtain  tank  cars  that  his  services  as  manager  had  been 
dispensed  with.  He  said  that  the  Dabney  Oil  Company  had  lost  the 
patronage  of  the  following  concerns: 

Santa  Rosa  Pumping  Plant. 

(irace  Brothers  Brewery,  Santa  Rosa. 

The  White  Star  Laundry,  Santa  Rosa. 

The  Lej*Ue  Salt  Refining  Company,  San  Mateo. 

E.  W.  McLellan,  floriculturist,  Burlingame. 

Northern  California  Power  Conii)any,  Redding  and  Red  Bluff. 

The  city  of  Santa  Rosa,  he  said,  began  to  buy  of  the  Dabney  Oil 
Company  in  January,  VM6^  but  ceased  purchasing  in  November,  19<>3, 
because  of  the  failure  of  the  compan}' to  make  deliveries,  which  failure 
was  due  to  car  shortage.  The  White  Star  Laundry  at  Santa  Kosa 
purchased  one  car  per  month  for  eight  months  during  the  year  ending 
September,  1JH)3,  and  then  terminated  its  contract  because  the  Dabney 
Oil  Company  could  not  make  deliveries.  The  laundry  then  bought  of 
th(»  Standard  Oil  Company. 

The  Leslie  Salt  Company  began  to  buy  of  the  Dabney  Oil  C^ompmy 
in  Febiuary,  VMY.^,  l)ut  was  obliged  to  discontinue  November,  11H»:^. 
because  the  Dabney  Oil  Company  could  not  get  cars  for  prompt 
deliv(MT.  This  contract  was  also  secured  by  the  Standard  Oil  Com- 
pany. The  contract  with  E.  \V.  McLellan  was  also  lost  because  the 
I)ai)ncy  Oil  Company  could  not  secun^  cars.  He  atti*il)uted  the  lov» 
of  the  j)atr()nage  of  the  Northern  California  Power  Company  to  the 
siunc  cause. 

A  fornici-  ;io(Mit  of  the  Dabney  Oil  Com[)any  stated  that  in  VM^'A 
and  IIMM  h(»  sold  crude  oil  produced  by  tln^  Dabney  Oil  Company  to 
vai'ious  customers  in  Sonoma  County:  among  others,  to  the  citv  of 
Santa  Rosa,  the  (irace  Brothers  Brewery,  thc^  White  Star  Laundry. 
and  the  Santa  Kosa  Woolen  Mills,  lb*  further  stated  that  on  ac- 
count of  the  shoitau'c  of  Southern  Bacitic  cars  he  was  conn>elhHl  to 
aljandon  this  tiade  to  the  Standard  Oil  Company  and  the  Associated 
Oil  Coni])any.  both  of  which  companies  agreed  to  deliver  and  did 
delixer  oil  to  the  abo\e  customers  without  dtday,  sutiering  from  no 
lack  of  car  serxice. 
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This  .statement  is  corrobonited  M^  sevei*al  of  the  consignees  just 
mentioned.  The  eity  clerk  of  Santa  Rosa  states  that  that  city  stopped 
taking  oil  from  the  Dabney  Oil  Company  because  its  agent  could  not 
agree  to  make  prompt  deliveries.  This  was  in  the  latter  part  of  11M)8. 
The  city  subsecjuentl}^  bought  oil  of  both  the  Standard  Oil  Company 
and  the  Associated  Oil  Compau}'  without  experiencing  delay  in  either 
case. 

The  manager  of  the  Santa  Rosa  Brewery  states  that  the  Dabney  Oil 
Company  could  not  make  prompt  deliveries  of  oil,  and  that  the  brew- 
ery conseijuently  changed  to  the  Standard  Oil  Company,  which  had 
always  been  prompt  in  its  deliveries. 

A  representative  of  the  C.  E.  Whitney  Company,  agents  for  the 
Leslie  Salt  Company,  says  that  some  three  years  ago  he  began  buying 
fuel  oil  of  the  Dabney  Oil  Company,  ])referring  to  deal  with  an  inde- 
pendent producer.  The  Dabney  Oil  Company  endeavored  to  meet  his 
re<piirements  for  fuel  oil,  but  it  was  the  same  old  story  that  the  Southern 
Pacific  had  to  have  the  cars.  He  said  he  used  to  call  the  Southern  Pacific 
up  over  the  telephone  and  would  be  told  that  the  company  was  doing 
the  best  it  could  in  the  matter  of  cars,  but  that  their  own  locomotives 
must  be  supplied  and  that  they  could  not  shut  down  their  road. 

^'I  used  to  keep  our  orders  to  the  Dabney  Oil  Comimn}'  two  and 
four  weeks  ahead;  since  we  have  been  buying  of  the  Standard  we  get 
oil  w^ithin  forty -eight  hours."*  He  further  stated  that  it  was  his  recol- 
lection that  the  Dabney  Oil  Company  did  not  have  a  contract  with 
him:  that  he  did  not  dare  to  make  a  contract  on  account  of  difficulties 
in  making  deliveries.  The  Standard  Oil  Company  gave  him  a  lower 
price  than  the  Dabnev,  namel\%  61  cents  delivered  at  San  Mateo, 
whereas  he  was  paying  the  Dabney  2i)  cents  \}qv  barrel,  which  with  the 
freight  amounted  to  ♦)♦>.  13  cents.  However,  he  said  that  he  believed 
the  Dabney  Oil  Company  would  have  met  the  price,  and  furthermore 
that  he  would  have  given  the  Dabney  Oil  Company  the  preference 
had  it  becMi  able  to  make  deliveries. 

A  consumer  of  oil  at  Burlingame  said  that  the  first  fuel  oil  that  he 
purchased  was  obtained  from  Chanslor  &  Canfield.  Later  he  began 
buying  of  the  Dabney  Oil  Company.  He  also  got  a  few  carloads  from 
the  Pacific  Coast  Oil  Company.  He  had  no  trouble  in  securing  prompt 
deliveries  from  Chanslor  Si  Canfield  or  from  the  Pacific  Coast  Oil 
Company,  and  that  his  first  diffirulty  was  with  the  Dabney  Oil  C\)m- 
jMiny  in  the  fall  of  VMK\,  He  went  to  the  South(»rn  Pacific,  which  would 
not  [H-omise  cars.  He  then  placed  an  ordcM*  with  the  Pacific  Coast  Oil 
Transportation  ComjMiny  and  had  no  trouble  over  deliveries. 

In  the  fall  of  lt*04  he  again  bought  of  the  Dabney  Oil  Comi)any, 
and  again  had  troul)le  in  g«»tting  deliveries,  although  he  had  no  diffi- 
culty with  tht»  l*acifi«-  Coast  Oil   Transportation  Company.     He  pre- 
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ferred  the  Dabney  oil,  even  at  a  slightly  higher  price.  He  told  the 
Dabney  Oil  Company  to  ship  a  ear  whenever  it  could,  but  tinally 
terniinated  his  purchases  from  that  company  l>ecause  it  could  not  ^et 
cars  in  which  to  deliver  the  oil.  The  Dabney  Oil  Company  was  the 
only  concern  with  which  he  had  any  trouble  over  deliveries.  The 
Pacilic  Coast  Oil  Transportation  Company  guaranteed  deliveries.  He 
had  also  bought  of  the  Union  Oil  Company,  which  was  able  to  furnish 
cars  promptly.  In  his  opinion  the  inability  of  the  Dabney  Oil  Com- 
pany to  get  cars  was  plainly  due  to  discrimination  against  that  con- 
cern. He  believed  that  the  Dabney  Oil  Company  would  meet  the 
prices  of  its  competitors  if  it  could  only  get  cars.  He  would  be  will- 
ing to  pay  a  cent  or  two  more  for  their  oil,  and  the  only  reason  he 
changed  to  other  sellers  was  because  the  Dabney  could  not  make 
deliveries.  The  Standard  Oil  Company  offered  to  guai*antee  deliveries. 
A  former  manager  of  the  Santa  Rosa  Woolen  Mills  stated  tliat  his 
company  stopped  using  Dabney  oil  because  the  Associated  Oil  Com- 
pany made  a  lower  price,  and  not  because  of  scarcity  of  cai"s.  This 
was  confirmed  by  an  othcial  of  the"^ Dabney  Oil  Company,  who  said 
that  the  Associated  Oil  Company  had  underbid  his  concern  on  this 
contract. 

Section  42.   Discriminations  in  mileage  payments  on  tank  cars. 

Discrimination  in  the  rate  of  mileage  paid  upon  private  tank  cars  in 
California  is  openly  practiced  by  both  the  Southern  Pacitic  and  the 
Santa  Fe.  In  the  case  of  the  Southern  Pacitic  Company  this  has 
already  been  indiciit(Hl.  An  oilicei*  of  that  company  admitted  that 
tlioi'o  is  no  uuifoiin  arraiig(Mncnt.  •M)ut  that  the  nratter  is  subject  to 
negotiation  with  the  individual  companies.  The  tenns  of  niiit^age. 
therefore,  ditler." 

The  investigation  of  the  Bureau  d(^veloped  the  fact  that  the  ditfer 
ences  were  invarial>ly  in  favor  of  the  Tnion  Tank  Line  Company  and 
tlie  Waters  Pieice  Oil  Company.  Standard  concerns,  which  uniformly 
received  tlu'ce-fourthsof  a  cent  per  mile  on  their  cars,  loaded  or  empty, 
with  the  single  (jualitication  that  when  empty  cars  are  sent  l)etween 
the  Pacitic  coast  and  the  Missouri  Kiver  mileage  accrues  only  in  ca>e 
tlie  railroad  is  j)}iid  for  this  enipty  haul.  The  Santa  Fe  also  pays 
thrce-fomths  of  a  cent  per  mile  both  ways  on  Union  Tank  Line  cars. 
No  other  tank  car  conij)anv  on  the  Pacitic  coast  receives  eiiually  lilKM*al 
treatment. 

SoLTiiEUN  Pacific  ri:(iulati()NS.  -The  mileage  regulations  for  pri- 
vate tank  cars  on  the  lines  of  tlie  Southern  Pacitic  Company  were 
detitu'd   l)y  the  conij)anv  as  follows: 

C<)nil)iiiati()n  hnx-taiik  nil  carH  nvIumi  loaded  witli  oil,  6  mills  jut  mile  fi»r  a  dis- 
tance oi"  soo  miles  or  less;  w  hen  over  S(K)  miles,  <i  mills  i>er  mile  will  l>e  allowed  for 
son  miles  and  three-lniirths  of  a  cent  ])er  mile  f«»r  the  excess  over  SO.^  mik*s.  When 
n'tumin^f:  with  thron«^l\  frei^\\l  v>t  eu\vt.y,  \u>  uv\leuv:e. 
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Cylin«ler-tank  oil  cars  when  loadtHj  with  oil,  6  mills  per  mile  for  a  distance  of  SOO 
miles  or  less;  when  over  800  miles,  6  mills  per  mile  will  be  allowe<l  for  800  niiles 
and  three-fourths  of  a  cent  per  mile  for  the  excess  over  800  miles.  When  returning 
empty,  provided  transportation  charge  is  made  therefor  to  Missouri  River,  mileage 
will  be  paid  on  a  Ixasis  of  6  mills  per  niile  for  8(X)  miles  or  less;  when  over  800  miles, 
6  mills  i>er  mile  will  l>e  allowed  for  800  miles  and  three-fourths  of  a  cent  per  mile 
for  the  excess  o\-er  800  nnles. 

While  the  Southern  Paeitic  Company  gfenerally  pays  six-tenths  of 
a  cent  |>or  mile  on  loade<l  tiink  cars  other  than  those  of  the  Union 
Tank  Line  Company,  it  has  another  special  arrangement  with  the 
Union  Oil  Company  of  California  by  which  that  company  obtains 
three-fourths  of  a  cent  per  n)ile,  hut  on  loaded  cars  only.  It  thus 
fares  better  than  the  ordinary  tank-car  owner  operatinj^  over  the 
Southern  Pacific,  but  on  the  other  hand  does  not  obtain  as  favorable 
treatment  as  the  Union  Tank  Line  C'Ompany.  An  officer  of  the  Union 
Oil  (^mpany  stated  that  years  ago  no  mileage  whatever  was  allowed 
his  company,  and  ihat  the  freight  rate  was  the  same  as  if  the  oil  went 
in  milroad  cars.  The  South(»rn  Pacific  Company,  he  stated,  first  began 
to  pay  the  Union  Oil  Company  mileage  in  18U6. 

Kkgulations  of  the  Santa  Fe. — The  published  regulations  of  the 
Santa  Fe  are  substantially  that  six-tenths  cent  per  car  per  mile  shall 
be  paid  on  cylinder  tank  cars,  on  loaded  cars  only,  until  the  total  mile- 
age reaches  SOU  miles.  On  mileage  in  excess  of  S(M)  miles  the  rat(»  is 
three-fourths  of  a  cent  per  mile  on  loaded  cars  only.  Following  is  an 
extract  from  a  circular  of  the  Santa  Fe  Pacific  Railroad  Company, 
Southern  California  Railway  Company,  and  San  Francisco  and  San 
Joaquin  Valley  Railway  Company,  of  April  22, 1901,  covering  mileage 
payments  to  various  tank-car  companies: 

ClKCrLAR. 

I'ntil  further  notice  the  al)ove-naine<l  companies  will  pay  the  following  ratios  of 
mileage  on  snch  cars  of  private  ownership,  described  l>elow,  as  they  may  find  it 
necessary  to  handle  in  transcontinental  California  business. 

COMBINATION    BOX-TANK    OIL   CARS, 

When  loaded  with  oil,  six  mills  per  mile  for  a  distance  of  800  miles  or  less; 
when  over  800  miles,  six  mills  per  mile  will  l)e  allowed  for  800  miles  and  }  cent 
per  mile  for  the  excess  over  800  miles.  When  returning  with  through  freight  or 
empty  no  mileage. 

CYLINDER   TANK    OIL   CAHH. 

When  loadtHl  with  oil,  six  mills  |H*r  mile  for  a  distance  of  800  miles  or  K»8s; 
when  <>ver  800  miles,  six  mills  |)er  mile  will  lie  allowed  for  800  miles  and  J  of  a  cent 
jjer  mile  for  the  excess  over  800  miles.  When  returning  empty,  provided  transpor- 
tation <'harge  is  made  therefor  to  Missouri  River,  mileage  will  \h*  |)aid  on  the  basis 
of  six  mills  iH»r  mile  for  8(X)  miU»s  or  less.  When  over  800  miles,  six  nulls  jht  mile 
will  l)e  allowtnl  for  800  miles  and  J  of  a  cent  per  nule  for  the  excess  over  800  miles. 

An  officer  of  the  Santa  Fe  stated  that  in  ctmiputing  the  8(M^mile 
limit  for  mileage  purposes  mileage  was  figured  by  the  trip  and  ivot  Kss 
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the  month  or  the  year.  In  other  words,  in  order  to  get  three-fourths 
of  a  cent  per  mile  the  shipper  must  send  his  car  more  than  H<H) 
miles  in  one  direction.  Of  course,  this  does  not  apply  to  Union  Tank 
Line  cars,  which  invariably  receiv^e  three-fourths  of  a  cent  per  mile, 
loaded  or  empty.     This  officer  made  the  following  statement: 

Prior  to  April  22,  1901,  the  Santa  Fe  had  been  paying  three-fourth*:  of  a  cent 
mileage  to  the  Union  Tank  Line  ami  to  all  other  ownen*.  On  that  date  the  rail- 
roads generally  went  on  a  per  diem  basis  and  reduced  the  rate  from  three-fourths 
of  a  cent  to  six-tenths  of  a  cent  per  mile.  Among  the  private  car  owners  sending 
cars  at  distances  of  over  800  miles  on  the  Santa  Fe  are  the  Union  Oil  Company,  the 
Puente  Oil  Company,  some  small  companies  in  the  east  and  in  Texas,  the  Cudahy 
Tank  Line  Company,  and  the  Delaware  Oil  Company  of  New  York. 

It  thus  appears-  that  both  the  Southern  Pacific  and  the  Santa  I-'e  dis- 
criminate in  favor  of  the  Union  Tank  Line  Compan}'  in  respect  to  car 
mileage. 

VIII.  DISCRIMINATIONS  IN  THE  PTJRCHASE  OF  BAILBOAB  FXTEL 

SUPPLIES. 

The  Southern  Pacific  Company  and  the  Santa  Fe,  as  already  noted, 
are  the  largest  consumers  of  fuel  oil  on  the  Pacific  coast,  and  while 
they  are  also  large  producers,  they  have  hitherto  been  oblig-ed  to  buy 
a  very  considerable  part  of  their  requirements.  It  therefore  becomes 
an  easy  matter  to  so  dispose  of  their  patronage  as  to  create  favoritism, 
and  this,  in  the  opinion  of  many  California  producers,  is  precisely 
what  has  happened.  The  inducement  to  favoritism  would  l)e  c)l)viously 
increased  wliere,  as  in  tiie  case  of  the  Southern  Pacific,  the  railroad 
company  is  interested  in  the  stock  of  producing  companies  which  are 
not  actually  sul)sidiary  concerns. 

Section  43.  Contract  of  the  Southern  Pacific  Company  with  the  Asso- 
ciated Oil  Company. 
An  instance  of  favoritism  in  the  purchase  of  fuel  occurs  in  the 
case  of  a  contract  for  1(»JH)().(M}0  barrels  of  fuel  oil  placed  by  the 
S()uth(M*n  Pacific  Company  with  the  Associated  Oil  Company  in  May. 
VMK^.  Cndcr  this  contract  dtdivtM'ies  were  limited  to  300. (Mm»  barrels 
})er  month,  or  about  10. (MM)  barrels  per  (lay.  The  price  is  :>,>  ceiUs  a 
i)arnd.  At  thc^  time  the  contract  was  plac(Ml  the  o])en  market  price 
of  fuel  oil  was  about  '2:1  cents  per  Ijarrel.  At  the  maxinuun  rate  of 
:>n(».(MM)  barrels  ])er  month,  deliveries  under  this  contract  with  the 
Associatcnl  Oil  Company,  it  will  be  se(Mi.  would  extend  over  nearly 
three  years.  From  the  various  circumstances  noted,  some  independent 
j)roducers  in  California  contended  that  the  Southern  Pacitic  Company 
had  ])urposely  calle(l  for  a  <|uantity  of  oil  which  no  other  c(»!iipany 
than  th(*  Standard  or  the  Asscx-iated  could  have  furnished,  aiul  then 
j)ai(l    an   umiecessary   pnMuium  over  the  market  price  as  the  equiva- 
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lent  of  a  rebate  of  a  portion  of  freight  charges.  In  answer  to  this 
contention,  an  officer  of  the  Associated  Oil  Company  said,  in  sub- 
stance, that  it  was  to  the  interest  of  the  Southern  Pacific  to  buy  its 
fuel  oil  of  a  concern  in  a  position  to  guarantee  large  deliveries.  He 
added: 

The  railroad  puts  50  cars  in  the  field  and  we  load  them  and  they  take  them  out  in 
two  hours.  They  can't  get  that  service  anywhere  else.  They  know  absolutely  tliat 
if  they  buy  10,000  banels  of  oil  to-<lay  from  uslhey  can  get  it. 

In  regard  to  the  price  of  25  cents  pi»r  barrel  under  this  contract, 
he  added  that,  while  the  average  price  in  the  fields  at  the  time  the 
contract  was  made  was  about  22  or  22^  cents,  the  Southern  Pacific  was 
not  getting  as  much  oil  as  it  wanted.  The  Associated  Oil  Compan}', 
he  said,  tried  to  get  35  cents  a  barrel  for  this  oil,  and  before  the 
2o-cent  price  was  agreed  upon  a  27i-cent  basis  was  talked  of.  "  We 
took  25  cents  a  barrel  because  it  was  all  we  could  get."' 

An  especially  interesting  feature  of  this  contract  is  that  it  was 
involved  with  the  purchase  of  the  Southern  Pacific  Company's  stock 
interest  in  the  Associated  Oil  Company.  A  director  in  the  Associated 
Oil  Company  .said  on  this  point,  in  substance: 

The  Southern  Pacific  Com|)any  agreed  to  buy  10,000,000  shares  of  Associate*!  Oil 
Company's  stock.  This  was  not  delivere<l  them  at  once,  but  is  l>eing  delivered  grad- 
ually, the  amount  delivered  being  conditioned  upon  the  amoimt  of  oil  which  they 
buy  from  the  Assmnated.  If  they  did  not  take  oil  from  us  in  any  year  we  would  keep 
bat^k  the  stock.  They  have  so  far  (July,  1905)  taken  up  about  7,000,000  shares. 
They  wouhl  have  l>een  glad  U)  buy  the  stock  outright,  but  we  would  not  sell  it  to 
them  in  that  way.  We  sold  them  oil  at  a  very  reasonable  price,  25  cents  a  barrel, 
and  it  was  a  part  of  our  agreement  that  they  were  not  allowe<l  to  take  the  stock  of 
the  Associated  except  in  a  certain  manner,  an<l  that  was  governe<l  by  the  deliveries 
of  oil. 

This  director  denied  that  this  stock  was  paid  for  by  crediting  the 
Southern  Pacific  Company  with  the  amount  of  freight  charges  incurred 
by  the  Associated  Oil  Company'  in  the  course  of  its  shipments  over 
the  Southern  Pacific  lines.  The  two  settloments,  he  said,  were  distinct, 
and  ea(^h  was  made  in  cash. 

Whether  or  not  the  price  of  25  cents  was  exc(»ssive,  it  is  ajiparent 
that  there  was  a  very  strong  inducement  to  the  Southern  Pacific  Com- 
pany to  obtain  its  fuel  supply  from  the  Associated.  The  close*  rela- 
tionship between  the  Southern  Pacific  Company  and  the  Ass()ciat4»d 
Oil  Company  is  one  which  naturally  tends  toward  favoritisn)  and  one 
liable  to  abuse. 

Section  44.  Contract  of  the  Santa  Fe  coast  lines  with  the  Associated  Oil 

Company. 

In  the  case  of  a  contract  between  the  Santa  Fe  coast  lines  and  the 

Associated  Oil  Company  a  very  different  influence  appears  to  have*  been 

the  governing  factor.     The  Santa  Fe,  according  to  its  officers^  han  v\vi 
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stock  interest  in  the  Associated  Oil  Company,  and  nothing  was  dis- 
covered in  the  course  of  the  investigation  in  California  to  challenge 
this  assertion.  The  circumstances  which  resulted  in  the  Santa  Fe's 
making  a  fuel -oil  contract  with  the  Associated  Oil  Company  were, 
briefly,  as  follows: 

In  March,  1904:,  the  Santa  Fe  was  in  the  market  to  secure  a  supplv 
of  fuel  oil  for  its  lines  west  of  Albuquerque,  and  desired  to  contract 
for  350,000  barrels,  to  be  delivered  as  needed.  The  business  was 
sought  by  various  producers,  among  others  by  the  Alma  Oil  Com- 
pany. The  first  price  at  which  this  compan}'  offered  to  suppl}^  the  oil 
was  24  cents  per  barrel.  Subsequenth'  the  offer  was  lowered  to  2i» 
cents  and,  finally,  to  18  cents. 

The  Santa  Fe  went  so  far  as  to  submit  contracts  for  the  signature  of 
the  Alma  Oil  Company  and  in  a  letter  of  April  13, 1904,  indicated  that 
the  transaction  would  be  closed  ''some  time  toward  the  latter  part  of 
next  week."  Hut  before  the  contmct  had  been  exectited,  the  Santa  Fe 
was  aj)proached  bv  an  officer  of  the  Associated  Oil  Company  and  after 
this  intei'view  a  protracted  correspondence  ensued  between  the  Santa 
F^e  and  the  Alma  Oil  Compan\',  the  former  company  repeatedly 
requesting  time  for  further  consideration.  The  Alma  Oil  Company 
consented  to  an  extension  of  its  option  on  several  occasions. 

The  final  result  of  these  negotiations  was  that  the  Alma  Oil  Comjiany 
failed  to  secure  the  contract.  On  May  11  the  company  receiveil  a 
notice  from  the  Santa  Fe  to  the  effect  that  that  company  could  not 
'•  use  the  35<),000/'  Instead,  the  conti*act  was  secured  by  the  AssociatiHi 
Oil  Company  and  at  a  j)rice  of  25  cents  per  bari'cl,  or  7  cents  above 
the  bid  of  the  Alma  Oil  Company,  the  difl'ercnce  amounting  to  nearly 
§25,0()().  Kcproscntatives  of  the  Alma  Oil  Company  allege  that  the 
Associated  Oil  Company  had  tlireattMied  to  divert  its  traffic  from  the 
Santii  Fe's  lines  if  that  railroad  did  not  place  its  fuel  contract  with  the 
Associated. 

An  otiicer  of  the  Santa  Fe,  when  asked  whether  at  the  time  he  made 
this  contract  he  could  not  have  purchased  fuel  oil  at  less  than  25  cents 
a  barn»l,  said: 

My  ivcol lection  is  not  very  clear  ahont  that  now.  We  might  have,  Imt  Wi'  (H.ln't. 
I  may  have  ma«le  a  mistake  in  huyin<r  that  oil  at  25  cents. 

When  asked  whether  a  repn\MMitative  of  the  Associated  Oil  Com- 
pany had  ever  said  to  the  Santa  Vo  that  it  could  '"  hold  the  :i5-cent 
contract  in  one  hand  and  the  freight  business  of  the  AsscK-iated  Oil 
Company  in  the  other  and  see  which  was  the  heavier/'  or  any  similar 
remark,  this  oliicial  of  the  Santa  Fe  rej)lied: 

No.  I  don't  think  he  »li<l.  He  ma<le  a  pretty  strong  |)lea  for  our  patronairt*.  He 
pdintc'l  «»nt,  as  men  often  do  when  they  have  wares  to  sell,  that  he  wa*^  a  htnn*  >hip- 
per  (»vt*r  nuf  road. 
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Q.  Did  he  go  further  and  intimate  that  ho  might  not  \)e  a  large  shipper  if  tliis 
contract  was  not  matle?— A.  I  don't  thmk  he  did. 

Q.  Your  recollection  is  that  there  wa«i  no  direct  threat  made  to  cut  off  all  of  the 
freight  of  the  Associated  from  the  Santa  Fe  and  that  no  freight  had  previously  l>een 
diverte<l?— A.  That  in  my  recollection. 

Q.  You  would  say  that  this  contract  was  altogether  a  voluntary  one?— A.  Oh,  well, 
there  were  considerations— may l)e  a  very  careful  analysis  of  it  might  lead  one  to 
declare  that  it  was  not  absolutely  voluntary  in  the  sense  that  we  might  have  bought 
oil  from  other  people. 

Q.  When.this  contract  expired  did  you  notice  that  your  freight  business  with  the 
Associated  Oil  Company  fell  off? — A.  Yes;  but  1  l)elieve  for  the  reason  that  there 
were  not  so  many  shipments.  You  see,  they  change  their  shipments  up  there. 
They  usefl  to  deliver  oil  that  they  use<i  in  the  city  (San  Francisco)  very  largely  at 
Point  Richmond,  where  they  have  tank  establishments,  and  they  barged  it  across. 
Now  they  have  bought  places  in  San  Francisco  on  the  Southern  Pacific  tracks  and 
the  Southern  Pacific  will  not  switch  for  us  in  San  Francisco,  so  they  have  to  ship 
their  oil  over  the  Southern  Pacific. 

The  following  is  an  abstract  from  a  statement  of  the  president  of 
the  Santa  Fe  swstem  in  reply  to  tlie  question  whether  that  road  had 
been  obliged  to  pay  more  for  fuel  oil  under  the  contract  with  the 
Associated  Oil  Compan}',  for  the  reason  that  the  Associated  Oil  Com- 
pany might  otherwise  refuse  to  ship  its  freight  over  the  Santa  Fe 
lines: 

The  Santa  Fe  has  never  been  obligetl  to  do  anything  of  that  kind.  It  has  once  or 
twice  oi'curred  that  we  have  felt  it  wiser  to  pay  the  Associated  Oil  Company  a  little 
more  than  we  could  have  gotten  oil  for  in  the  o|ien  market,  because  the  AK^^fH-iateil 
Oil  Company  held  the  market,  and  Ixn-ause  we  have  felt  that  if  we  bought  elsi*where, 
in  all  probability,  they  would  discriminate  against  us  in  shipping. 

It  is  interesting  to  note  that  while  the  al)ove  negotiations  for  a  con- 
tract to  provide  the  main  line  of  the  Santa  Fe  with  fuel  oil  were  in 
progress,  the  Santa  Fe  wrote  the  Alma  Company  to  the  effect  that  the 
Prescott  and  Phoenix  Branch  of  the  road  was  badly  in  need  of  oil,  and 
that  it  recjuired  a  supply  of  15.000  barrels  per  month.  The  Santji  Fe 
asked  the  Alma  Oil  Company  to  come  to  the  assistance  of  the  railroad 
in  this  emergency,  and  the  Alma  Oil  Company  offered  to  furnish  oil 
to  the  Prescott  and  Phoenix  division  at  the  price  agreed  upon  in  the 
main  contract  then  under  considenition,  namely,  IS  cents.  A  contract 
for  the  Prescott  and  Phoenix  division  was  accordingly  entered  into 
which  provided  that  the  Alma  Oil  Company  was  to  furnish  oil, 
deliveries  to  range  from  a  minimum  of  lo,(HM>  barrels  to  a  maxinuun 
of  :^o,0O0  barrels  a  month.  The  Santa  Fe  began  by  taking  the  mini- 
mum amount,  but  later  increased  its  purchases  to  15,()0U  Iwrrels  per 
month.  SubsetiuentI}',  however,  an  order  was  issued  that  the  supply 
be  reduced  to  and  kept  at  the  minimum  of  10,(MH)  barrels.  The  Alma 
Oil  Company  insist  that  the  Prescott  and  Phoenix  divisioiv  n(»eded 
more  than  15JMM>  barrels  i)er  month,  and  they  attribute  this  reduction 
in  the  (|uantity  taken  from  them  to  the  influence  of  the  Assoi'iated  Oil 
28489— (X? 32 
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Coinpany.  During  the  same  period  the  Alma  Oil  Company  wa5>  also 
supplying  fuel  oil  to  the  extent  of  five  or  six  care  per  day  to  the  San 
Joaquin  division  of  the  Santn  Fe.  This  business  was  entirely  cut  off 
at  the  time  that  the  Santa  Fe's  purchases  for  its  Prescott  and  Phoenix 
division  were  reduced  to  a  minimum. 

It  may  not  be  uninteresting  to  note  that  after  the  Assooiated  Oil 
Company  secured  this  350,000- barrel  contract  from  the  Santa  Feat 
25  cents  per  barrel  in  the  face  of  a  bid  of  18  cents  per  barrel  by  the 
Alma  Oil  Company,  it  came  to  the  Alma  Oil  Company,  according  to 
a  representative  of  that  concern,  with  an  offer  to  purcha.se  crude  oil 
at  15  cents  per  barrel,  but  with  the  stipulation  that  the  oil  should  !)e 
of  a  (luality  which  the  Santa  Fe  System  would  accept.  This  offer 
was  accepted.  In  other  words,  the  Associated  Oil  Company  bought 
from  the  Alma  Oil  Company,  at  15  cents  per  barrel,  for  delivery  to 
the  Santa  Fe,  oil  which  the  Alma  Company  had  previously  otfered  to 
the  Santa  Fe  at  18  cents  per  barrel,  but  for  which  the  As.sociated 
received  25  cents  per  barrel.  Under  these  conditions  further  connnent 
on  the  situation  is  superfluous. 

Section  45.  Alleged  effort  of  California  railroads  to  depress  prices  in  order 
to  buy  oil  lands  cheaply. 

It  has  been  conclusively  shown  then  that  the  Standard  Oil  Company 
in  California  has  received  preferential  treatment  of  a  hig-hly  discrim- 
inatory character,  not  only  in  respect  to  rates,  but  in  the  treatment  of 
its  equi])iiioiit.  Th«»  same  is  true  of  the  Associated  Oil  Company, 
particularly  in  tiu^  latter  resptn't.  The  witiulrawal  of  Union  Tank  Line 
cars  at  a  time  when  an  additional  sui)ply  was  imperatively  deniandtMi 
to  care  for  the  demands  of  the  trade  had  a  demoralizin<if  clbn-t  np<»i) 
the  oil  industry,  and  in  connection  with  the  failure  of  railroad>  to 
provide  cars,  forctnl  luunerons  producers  to  al)andon  contracc^  to  the 
Standard  Oil  Company  and  to  thi^  Associatetl  Oil  Company.  The 
railroads,  it  is  tru(\  may  be  held  in  ])art  responsible  for  these  con^o- 
(|uencc>.  since  it  is  aj)parent  that  the  Southern  Pacitic  Company,  at 
h*a>t,  did  not  pro\  id(^  a  sullicicnt  number  of  car>.  Tin*  attitudi^  of 
the  Standard  Oil  ( '()in])any  is  that  the  Tnion  Tank  Line  cars  witlulniwii 
w(M"e  needed  in  it^  own  l)usiness.  but  the  fact  that  a  larj^e  nundnT 
of  these  cars  w(M'e  tjiken  from  California  at  a  time  when  the  oil  l>u>ine^> 
in  that  Stat(*  was  expanding"  >o  rapidly,  and  the  furth(M'  fact  tliat  thi^ 
withdrawal  occurred  just  about  the  time  that  the  Standard  Oil  Com- 
pany commenced  extensisc  ])urchases  of  crude  oil  in  California,  cer- 
tainly point  very  str<»ni^^ly  to  the  conclusion  that  a  desin*  to  de])res^ 
the  i)rice  of  oil  wa^  a  consideration  in  the  i)olicy  of  the  Standard  Oil 
Coni])any  in  this  matter. 

A  further  contention  of  independent  oil  producers  is  that  the  rail- 
roiui.s  of  California  are  aiminti*  to  control  the  principal  fuel  oil  tiekl^ 
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of  that  State  in  order  to  insure  to  themselves  a  supply  of  cheap  fuel 
for  a  long  time  to  come.  In  11)04  California  railroads  consumed  about 
7,500,000  barrels  of  oil  for  fuel.  A  saving  of  only  10  cents  a  barrel 
on  this  amount  would  be  equivalent  to  $750,000,  which  would  pay  the 
interest  or  dividends,  at  4  per  cent,  on  $18,750,000  of  securities.  The 
enormous  value  of  a  cheap  fuel  supph'  to  a  railroad,  however,  is  so 
obvious  as  not  to  require  illustmtion.  The  theory  of  inde]X3ndent 
producers  that  California  railroads  are  endeavoring  to  secure  control 
of  those  oil  fields  which  produce  the  most  desirable  grades  of  fuel  oil 
tinds  much  color  in  extensive  purchases  of  oil  lands  by  the  Santa  Fe 
system  and  in  acquisitions  of  oil-producing  property  by  the  Associated 
Oil  Company,  the  stock  of  which  is  largely  owned  by  the  Southern 
Pacific  compan}'. 
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oil :i8H-390 

ComiK'titors  of  Standard  Oil  Comjmny.  dis- 
tributing stations  in  New  England..  148,149 
effect  of  discriminations  u|>on . .  426. 427.  t:^3-l;i6 

location  of 29, 30.  .'i<>-59.  H1-H6 

relative  imiM)rtance  of 56-57 

Complaints  of  car  shortage.  California  ...  475-477 

t»f  Kansas  prcMlucers  and  refiners 376 

of  prrxlucers  a>  to  apportionment  of  tank 

cars 478-4S) 

Conewango  Refining  Company,  location  of 

refinery  59 

Constable  Hook,  N.  J.,  independent  refinery 

at 59 

terminal  charges  absorbini  at i:i8-l  II 

(^>nlinental   fMl   Company.   failun>   to  gel 

tank  cars 478 

Continental  Refining  C<mif>any.  hx'ation  (»f 

refinery 59 

Cooke,  S.  J 270, 271 

Cora<»f»olis.  Pa.,  indejwndent  refineries  at . .        59 
C<»rnplanter  Refining  Company.  liNalion  of 

refinery 5«j 

Corslcana.  Tex.,  refinery  at 47.  'i'^.'M'A 

in«lir«M"lIy  controlled  by  Standard 49 

output  of 53 

oil.  .juality  of 16 

Cost  of  pifiing  oil 21*. r.0-62. 90.  J-i^.  4.V) 

of  refining :i:i 

of  traii«|»*)rting  petroleum 34 

<'raiu  oil  Company,  bwation  of  refinery vj 

CrtKlc  oil.  arbitrary  wt'igbts  on 26. 
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Crude  oil,  f^alifornin,  characlor  of  ...  225,394-389  ,   East  San  Pedro,  Cal.,  secret  rate  from «2 

KansHM.  chamcter  of 46  Edge  water,  N.  J.,  independent  refilnerj  at..       .» 

Lima,  charat'ter  of 46  Emery  Manufacturing  Company,  location 

PennKvlvnnia,  character  of 45'  of  refinery 5& 

prices  of 401  '   Emlenton,  Pa.,  independent  refinerj- at ^ 

production  in 394, 3%, 397  I  Emlenton  Refining  Company,  location  of 

competition  with  fuel  oil 388-390  refinery m 

discrimination     against,     In     arbitrarj'  Empire  Oil  Works,  location  of  refinerj- .i9 

weights 26,384-393  |   Erie   Railroad,   absorption    of    lighterage 

discriminations  in  purchase  of 494-499  i             and  terminal  chargefi  at   New  York 

estimated  weights  in  California.  Kan«as.  Harbor 138-141 

andthcEast 401   |      blind-billing 104 

rates  on 42, 86-91  \      discrimination  in  favor  of  Glean l»)-]34 

Bakersfield  to  San  Francisco 452-454  ,  Equipment,  scarcity  of,  in  California 464-4> 

from  Kansas 371-374      Ethanac.  Cal.,  secret  rate  to UO 

sources  of,  for  western  and  northwestern  I   Evansville  and  Terre  Haute  Railrtiad i'»l 

States 226  Evansvllle,  Ind.,  combination  of  rate$)  via.     24h, 

used  by  various  refineries,  sources  of 47-48  253.27.V2* 

weight  of 387, 388         rates  to.  from  refining  point.s \s9 

value  of 3:^  ,      secret  rates  by  way  of 12. 259. 27.V279 

Crystal  Oil  Works,  location  of  refinery 59      Export*,  of  oil 3»,!nS 

Cudahy  interests,  secret  rate.  Kankakee  to  *'  Extra   special,"  Southern    Pacific    Corn- 
East  St.  Louis 344                pany 403 

Dabney  ( )il  Company,  car  shortage 488-492  ' 

Davenport.  Iowa,  rates  to,  from  the  East. . .      232      ^^^^*  billing 7, 8, 7«*.  27»-2SJ 

Davton.  Ohio,  rate  from  Whiting  t<. 192.193  :       Central  Vermont  Railway 121-123 

r)eCanij..<:Mt»sher 48-)  Whiting  to  East  St.  Louis 333-3X5,342,^4;? 

Declez,  Cal.,  secret  rate  to 420      Fais^e  shipping  records TS 

Delaware   and    Hu.lson  Company  points,  |   Fifth-chiss  rates  as  a  ba.sls  of  comparison  for 

ratesto 130,  ia5  oil  rates 6s-ei 

Densmore-Stahler  Company,  location  of  re-  '       '^^  ^^**^  Class  mtes. 

{jjj^.py  '  r,9  I  Findlay,  Ohio,  independent  refinery  at 59 

Des  Moines.  I«nva.  rates  to,  from  the  East  ..       233  "^^*^  f^"* 213, 226, 257. -JSi 

Dcvorc.  Cal  .  secret  rate  t«. 431  ^^  southwestern  territory a52,;^ 

DickHm.  Tcnn..  consignment  to 279  ^'''■^''  *»a"K«r  fr'>™,  in  carriage  of  petroleum .     l.v> 

Dixcriiniiunion,  open.  (leline<l 7J  154. :H 

iMMTin.inMtioM..  nature  of 1  Florence.  .-Via.,  pnblishe.l  and  sei-ret  mtev  t..      .v 

hei  we.-n  Stan.lar.l  an.l  eompetHive  ship.  Florence.  Colo..  ..il.  .,nality  ot u. 

ninu  lM>i!it«.                                                   f.  »-T'i  FlorciUM- oil  and  lU'lininu  Conii»any.  1«hm- 

hciw.en  lajik-earaii.l  barr.l  vhipmenis. .  7i<-M  ^'""  of  refinery 4" 

,.,y,.j.j  ,,j-  :{(»"*-:iiH  l.'.l  ontput  pureha>ed  l»y  .<taniianl v* 

iniHellai.eous  (  aliiurnia 45v- m  prod\icti..n  of V 

l.isiril.iiiiui,  of  piu.lur(.v  iroMi  reiinerie>. . . .    lU-M       FloriMon.  Cal..  sc.Tct  rate  to 41  • 

[•iHUiintlintr  ..I  retii.eriev  l.v  .<tan<lar.l ra  ^'^i"'  M'»«l'«'".  ^'^va.  rates  to.  from  the  K.asi.       z: 

Distau.T.  relatioi,  to  rat.- «.r.-r.s      Franklin.  I'a..  luhriealing  oil  works  at 47.  •: 

DiManee  larilT  of  Cntral   Krei^'ht  .\sM>eia-  lubricating  oil  shipped  t<.  the  We>t -v, 

^j,j,^  ,;,;  refine<l  oil  shipped  to  the  West jjT 

Distan.oreaehr.l   l.v  .-^tandanV  and   com-  Standard  refinery  at is.  i  s 


p.titors  oil  uiv.-n  rate 


Freight  claims  , 


lM\iMoii  (.f  tratlie 2a9       FreiKlU-forwanlcd  abstract 

I)ivi>ioii  -heels.  Southern  Kail  way jriO.  JC;}       Freiuht-reccivcil  abstract 

Doltoii,  III.,  billiim  fniiu 2sn  Freedom  Oil  Works.  Iocnti(»n  of  retinery  . 

rates  from  t.,  7.  J(m;..>u7.J.'»1. 'J»'»s.32*».:-;.is  Free<lom.  I'a..  ind«'pendent  retinerie- at. 

srent  rale  from «i.  7       Fresno,  Cal..  ind«'pendent  rclinery  at 

uaybiil- from Ji'.l. 'jr.J  secret  rates 

Drum-,  rates  ou  oil  in UV2  Kmitvale.  Cal..  independent  rclinery  m  . 


usr<i  ill  -liippiiiL'  oil 

Dubu'iue.  Iowa,  rates  I...  from  the  Fast JiVJ 

Dulutli.  Minn.,  rates  t»» -jiii; 

Dm  ham.  ("al..  -eerei  rab-  to 115 


Fuel,  discriminations  in  pnnhas<'..f 4'*4-4'.*'.* 

Fuel  oil,  discrimination  in  favor  of.  a^'aiust 

crude  oil.  in  arbitniry  \n eighth >. 

l>ro<iuction  arul  consumption  .\t> 

ICa-l  I'uci.ti'  «Ml  <omi.an.\.car  shortaifc....       4.s7  -liipnu-nts  from  Ncodesha  to  St.  Umis >v 

Fa-i  St.  Foui>.  ni..  con-iLrnm.iits  t,.  Waters  ueiK'ht  of ;^v   ;:-s- 

I'i.n-.-  oilCompany  at 7.i  value  of :;, 

low  rates  to (;■>  in  c*»mparis<»n  u  ith  c<»al 4c; 

open  rate-  from  Whitiim ;>Jl  <*'  ah<>  California. 

se.  ret  rate- to l.i:i,:>ir.-:u.')  ;    Fulton.  111.,  rates  to.  fn»m  the  East jo.' 
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Gain  to  Standard  by  di.M^riminationg 2, 3. 

12, 13, 19, 126-1-29,  •2o2-*264, 259, 284, 317, 427, 443 

Galena,  111.,  rates  to,  from  the  East 232 

Galena-Signal    Oil    Company,   location  of 

lubricating  oil  works 47 

supply  of  lubricating  oil  to  railroads 51,226 

Galesburg.  111.,  rates  from  Whiting 240-242 

Gas  oil,  production  and  distributi<m  of 50 

weight  of 387.388 

value  of 33 

Gasoline,  from  eastern  refineries   for  the 

west 50, 226 

relative  value  of 33,  '227 

distribution  oi 50 

Gateways  to  the  West 227 

Genesee  Junction,  secret  rate  from  Olean  to.        97 
Germania  Retining  Company,  Ux^ation  of 

refinery 59 

Glade  Oil  Works,  location  of 59 

Grand    Junction,  Tenn.,    combination    of 

rates  via 7. 12, 246, 248-'27.') 

locati(>n  of 248 

rebillingat 262 

s<'cret  tariffs  from  Whiting  to 260-'252 

Granite  City.  III.,  rate  to.  from  Whiting,  Ind      328 

Gravity,  relation  to  weight 387 

Greenville,  Tenn..  rates  to 306, 307 

Gridley.  ('al..  secret  rate  to 416 

GufTey,  J.  M..  Petroleum  C<»mpany 316 

Gulf  of  Mexij'o  points 2J<9-29:J 

(f ulf  Refining  Company 316 

distributing  station  at  Beverly.  Mass 148 

Imalion  of  refinery 59 

markets Sh,h4 

relative  •Jizo  of  refinery 57 

Han  ford,  Cal..  sei-ret  ratt*  to 421 

Hurriman,  Tenn.,   roundabout    shipments 

to 256 

Hays,  Charles  M..  corrt\«<pondence 467, 4(»8 

Helena.  .\rk..  rates  from  Whiting  and  To- 
ledo       290 

Hercules  Oil  Company,  location  of  refinery.        59 

Houston.  T<*x.,  indejiendent  refinery  at 59 

Humlsildt.     Kans.,    independent    refinery 

at 58.  .59. 225. 373 

rates  to  nnith western  Mis.Houri 377,  3M2 

Huntsville.  Ala.,  published  and  secret  rates 

to -253 

Hurlbut,  W.  I) 270,272 

Illegality  of  (irand  J  unction  combination.  2ii5-2*»9 
Illinois,   rates  into   fr<»m  various  refining 

p<»ints •207-221.227-232 

Illinois  Central   Railrrwd.  evasion  of  pub- 

lishe<l  rates 2<>6 

Grand  Junj-lion  rate 24M-'275 

pro|w>rtion.  Kvansvilleto(f  rand  Junction.      2.'i0 
secret  tarllT  filed  with   Interstate  Com- 

niene  Commission '250 

larifT  from  Ri verdale.  Ill 268 

Illuminating  oil.  produce<1  by  Standard  re- 
fineries          52 

value  of.  at  refinery 33 

IndefRMident  oil  Pro<lucer>'  Agency 480 

lnde|»endent  refineries,  location  of 56-59 

numl>er  of 57 


Page. 

Independent  Refining  Company,  location 
1  of  refinery 59 

Independent  refining  points,  discrimination 

against '285-289 

Indian  Territor>%  rates  into. . . .  15, 345, 348, 349, 863 

I      refinery  in 316 

!   Indiana,  rates  into 19^207 

Indiana  Pipe  Line  and  Refining  Company, 

secret  rate,  Whiting  to  EUust  St.  Louis.      344 

Industrial  Commission,  rates  furnished  to. .      '274 

Information,  s<jurce8  of.  1 

InglewrxKi,  Cal.,  secret  rate  to 430 

.  Injustice  of  arbitrary  weight  on  crude  oil . .      390 
of  rates  to  Mississippi  Valley  pioints  ....  '291-293 

Interstate  busine&s,  secret  rates  used  on 3, 

4, 106-129, 4'25 

Interstate  Commerce  Act.  railroad  favors 

j  granted  prior  to 35, 62, 303 

I   Interst*ite  Commerce  Commission,  filing  of 
j             rates  with,  not  effective  publication  .        5, 
I                                8. 9. 1 17. 207.  '249, 265, 268. 3:^9, 365, 378 
I      findings  on  refusal  of  New  Haven  Rail- 
road to  prorate  on  petroleum 154 

j      onler  prohibiting  discrimination  against 

I  barrel  shipments 79-80 

I      secret  rates  filed  with 117. 

I  '207, 249, 250,  '2iS.\  268,  .'WO,  :i65, 378 

Interstate  rates.  fn>m  Cherryvale,  Kans..  to 

!  Kansas  City.  Kans 376 

'    Interstate  traffic  on  State  rates 3. 4. 74-75. 

!  '206. 207. 212.  '276-277,  '283. 3*24-335, 425, 441 

'    Intrastate  ra(T>s 3, 10. 12 

I       secret 4, 74 

I       used  in  interstate  shipments 3.4.74-75, 

,  *2t«,  207, 212,  '276, 277,  '28:3, 3'24-3:i.').  425, 44 1 

Whiting  to  East  St.  I>ouis 3'2.5-330 

Whiting  to  Evansville '276 

Whiting    to  l)Oth    Indiana  and    Illinois 

'  pf>inls 206,  '207.  '212 

I   Iowa,  rates  into,  from  eastern  refineries..  '23*2-235 

Iron  barrels,  rates  on.  southwestern  terri- 

i  tory .VA-S.'^ 

I       use  in  shipping  oil  38 

I   Ish|)eming,  Mich.,  rates  to 2:6 

Island  Petroleum  Company,  Im-alion  of  re- 

I  finerv .• 59 

I 

Jackson.  Miss.,  low  rat<*s  to •2H9, mK). 30»J. 307 

'  Jersey  City.  N.  J.,  rates  to l:J.'»,  138 

JcfTries.  F.  P -270, -272 

I  Jobbers'  rates 3.% 

,  Jobl>ers'  tariffs  from  SpringfieUl.  Mo 3<V4 

I  Joint  through  rates 70 

I  Joplin,   Mo.,   rates    from    eastern    refining 

IM>ints 361, 365 

,  from  St.  Louis 360 

Kankakee.  III..  se<"ret  rate  to  Ea.'^t  St.  Louis.      M4 
Kansii^i  City,  Kans.,  shipment  to,  fn>m  Kan- 
sas via  Missouri 376 

'   Kanstis  City.  Mo.,  change's  in  rates  to '24. 

•2.S.  370-372 

Standanl  refinery  at 48 

use  of  rate  to  other  i>oints 376-3H4 

Kansas  City.  Fort  S«ott  and  Memphis  Rail- 

r*>ad,  ac<4Uisition  by  Frisco "J*^ 
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Kansas,  history  of  petroleum  industry 225  i  Los  Angeles.  Cal..  reduction  of  rat^  from 

independent  refineries  in 68-69  i  Bakersfield 44n 

legislative  action  on  oil  rates 25  i      secret  rates  from 406, 406, 419, 431 .  442 

open-rate  disiriminations in 24.25  to 420,423-426,429 

rate  into,  from  St.  Loub 360  j  Los  Angeles  Refining  Company,  location  of 

rates  in  and  from 46. 370-393  refinery 5$ 

refineriesin 315,316      Louisiana,  crude  oil  luted  for  fuel 36 

southeastern,  advance  in  rates  from 370-3?2         rates  into (v.  14,^46, S51-35S 

statutory  rates _  373,376  j  Louisvtlle,  Ky.,  rates  to ls9 

Kanf^as  crude  oil.  arbitrary  weight  of 38         shipment"  south  via 261 

quality  of 385  Louisville  and  Nashville  Railroad,   ship- 
value  of 33  I         -  ments  from  Evansville 26*) 

discrimination  in  arbitrary  weight  of 26^        tariff  from  Ohio  River  gateways 249 

Kansas-territory  field 46,370-393  Lubricating    oils,    comp»arative    unimpor- 

Keithsburg,  111.,  rates  to.  from  the  East 232  tance  of  transportation  char^r*^ 51 

Keokuk.  Iowa,  rates  to,  fn>m  the  EjLst 2:^2  discrimination  in  favor  of,  against  illurai- 

Kern  River  field,  character  of  oil 395  nating  oil 111.115,  lu; 

discrimination  against 455  '      shipments  south  via  Louisville 261 

production  of  crude  oil  in 396  sources  of  supply  for  Northwestern  States.      23* 

switching  charges 460-462  supplied    to    railroads    by    Galeua    Oil 

Keswick,  Cal.,  secrt»t  rate  to 406, 413, 414. 418  Works 51, 2.*6 

King-Keystone  Oil  Company 486         works,  location  of 47 

statement  of 479         value  of 34. 226 

Knapp.  I.  N 386      Luce,  G.  W.,  letters  from 457.472 

Knoxville.  Tenn.,  roundabout   shipments  Lyoth,  Cal.,  secret  rate  to 416 

to 256 

:»IcClinto<'k.  S.  H 270-272 

Lacjac.  Cal.,  secret  rate  to 416  McKittrick  field,  switching  charge  to  Ba- 

I^clede  Gaslight  Company 331  kersfield 460 

Lake  Carriers  Oil  Company.  location  of  re-  Madison,  Wis.,  high  rate  to 244 

finery 59      Maine  Centnil  Railroad,  special  rates iTli 

Lake  Shore  and  Michigan  Southern   Rail-  Manifest 78 

way,   rates  from   Whiting  and   from  Marcus  Hook,  Fa.,  independent  refineries  at        5*9 

conip<'ting  jKiints 181-184  Marietta,  Ohio. discriminations  against..  305-312 

nites  in  tank  cars  and  in  barrels 80         independent  refineries  at 59 

Ljun(>inc,  Cal..  secret  rate  to 410  rates  from -2211. 257 

LarKc  and  small   vliippers,  (liscriniinatioii  to  jx»ints  in  N(»rth  Central  States j:  ^ 

lu'tw  04-11,  nut  jii.stit'u'tl ;t.'),  ii7  to  sunt  hern  points _v.j 

Lea<inK  '>f  tank  car^ |(.(V-4(>1«  Markets  of  various  independent  refineries  .         \n 

LeluKli  Valley  F{>iilroa<l  roin|»any.  terminal  oi  Standard  retineries .VJ-*, 

eliarue-:.  New  V».rk  Harbor 18'.>-141       Maryland,  rates  into 14  4-147 

Leslie  Salt  C<.ni|.aiiy J'.»0.  l'.)l       Marysville.  ('al..soeret  rate«.  to 41»'..  417 

Less-than-carloa-l  rates l3-n.:n3..".l  1.  4«;2       Massachusetts,  rates  into 144-147 

di><rinnnations  in.  Central  Vermont  Kail-  Menipliis,  Tenn..  rates  from   Whitin.ir  and 

way 12I-12;{.  12S  Toledo 

soMihuesttrn  territory :'..Vl-3.>  secret  rates  to 2T4 

Letter  s|>reial.  Atchison.  T<»|>cka  an<i  Santa  shipments  to 2~i 

Fe  Kail  way 4<i:{,  \2'.\  Memphis  and  Charle^^ton  Kail  way,  al»i>rl>ed 

1a  xinytoii.  Ky lUti)  Ity  Sonthern  Kailway •J4*' 

I.iuhler.iue.  al'sorption  of.  .\ew   ^ork   liar-  M<-<a.  .\ri/.,  rates  to.  fnun  Haker^tieM 44^ 

hor i:vs-i41       Miami.  liwl.T.".  rates  to i:..  ;vUv  :>:^ 

Lima.  Ohio.  eh.inL'cs  >ince  l^»^7  in  ratt'>  to  Michigan  <VntraI  Kailroa<l.  low  rates  from 

<"eii(ral  Krei^lit  A-^oeia(ion  |.oiiit».  2-HV-J_'l  Whitin;: »/. 

cni'ic  oil.  reiined  j.roduets  (.f l.S  Michiuan,  htwer.  rates  from  rotiniHK'  p<»iiil> 

siilj.hur  in |s  Ii*2- I'.'V 

value  (.f :;;}       Mid-Continent  oil  field,  location  t^i ir 

oil  (iri.l 1.-.  Mi. Idle  Atlantic  Sttiti's.  railroad  di>crimina- 

|)i|'e  linr  from,  to  >eal«oMrd 17*  ti<»ns  in ^^4   147 

rate-  toohii.  Kivrr  cros.>inL"> Isw       Mid<ile  Creek.  Cal..  secret  nite  to |(»v_4H(.  \\'y 

"•taiidard  reiinerN  tit I'v       M ileaj,'e  on  private  tank  cap- 27.>.  s;> 

ocaiion  of  reiin.-rit'H 1 1-r.j  discrimination  in 4f^^.  47;->.  I'.*2-J'.»4 

om:  an<l  >hon  haul> t'.ti  <.7  reirulations  «>f  <*alitornia  milroad> 4'.C,  i'^ 

onLT  B.acli.  Cal..  M-.T.t  rale  to i  ij  Millers  i  A.  ]K'  .<ons  Company.  l.M-ation  (»f 

ony  l-lan«l,  reiin.Ti.->  on 17  rdinery s* 

<«  \n;.'cle<.  <'al..  en  id.-  oil  rat.   to IV?       Milwaukee.  Wis.,  nite  from  Wliitin^' -.MJ 

in.iej.end.'n!  reiimrie-  near .'>s. .'.'.».  :{'.»7       Minneapoli>.  Minn..  nite«^  to j>. 

mil'  funn  Nin  Francisco 12J      Minm-ota,  rates  into 2;V>-j:>7 
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MisMissippi  River  erossiiixs,  rates  to 65 

Miwbisippi  River,  ratios  to.  fnmi  the  eaxt..  230-232 

rates  from  east  to  [Htlnts  beyond 232-"2;V) 

MissisMippi  Valley  poinU*,  rates  to.  216,  •289-"293, 3^9 

through  rates  named  to 247 

Mi«wuiri  Rjiilrortd  C^mimission 335.354 

Missouri,  rati*s  into,  from  the  ea.xt 2;i3, 

345,348.:W9,36a-36.'> 

from  St.  I^uis  and  East  8t.  Louis 359 

from  Neo<lesha 15, 37(i-38l 

rate?*  on  wooden  and  on  Inm  barrels...  354-;i58 
Missouri.  Kansas  and  Texas  Railway,  rates 

on 16 

Mis.souri  PaeiHe  Railway. absorption  of  pip- 

agC  eharges  at  St.  Ix)uis 359 

rates  on 6 

from  St.  Ix»uis  to  Louisiana  jioints 3<i5, 366 

on  wooden  and  on  iron  barrels :555 

statement  of  freight  traffic  manager  re- 
garding arbitrary  w.  ighls 392 

Mixe<l  carloads,  restriction  on 313, 314 

Mol»ile,  Ala.,  rales  to 3(X) 

Moline.  111.,  rates  to.  from  the  East 232 

Monmouth.  III.,  rates  from  Whiting 210-242 

Monopoly  resulting  fnmi  railroad  discrim- 
inations    1,3. 3O2-:i04, 315 

Monte  Cristo  Oil  Company 471 ,  4H(J.  4M7 

Mount4iin  Copper  Company.  K«'swick,  Cal., 

secret  rate  to 4l»6 

Muskogee,   Ind.   T..   rate    fnim.  to   Tulsa. 

Ind.  T 38;t 

Muskogee  oil  Refining  Com|»auy .5m 

Naphtha,  distribution  of .5().  226 

large  proportion  in   IVnusylvanla  crude 

oil 50 

Naahville.  rates  to 2.k».  m*.,ao6 

National  hocks  Railway  Company,  charges 

on  petroleum I3«>-141 

National  ReMning Company,  application  for 

lower  rate,  St.  IajuIs  to  Kansas  City..      3:VS 

hK'ation  of  refineries 59 

use  of  IVnnsylvauia  and  Lima  oil .5m 

National  Transit  Company.  iwKiIing  agree- 
ment    with    Pennsylvania    Railroad 

Company 89. W 

Natural   advantages  of    the  Standanl    Oil 

Comjianyin  transportation 29-31. ♦i(M;2 

NetMlles.  Cal..  erudr  »»il  rates  to 4.V>   ] 

secret  rate  to 440 

Netxli'sha.  Kans.,  refiut-ry  at 4m. 22.5, 31 5. 364   , 

rales  tt»  southwestern  Missimri 37»^3H4 

rates  fn)m 15.25. 370-372   ' 

New  EnglaiHl.diwriinination  in  rates  to.  1(H;-I3I. 
i:56. 144-147.  UH- 172   | 
distributing  stations  (»f  indt-peudent   n*- 

finers  in 14H.  ny 

distributing  stalii^nsof  Standard  oil  Com-  , 

pany  in Us 

water  tran-iM.rtation  to Us.  1 1<» 

New  Haiiijjshire.  rati*.  iut«» 144-1 17 

New  JerM'y  coast.  r»-fin»Tifs  on J7 

New  .lersey.  indepencleiil  refineri»'s  in .v.* 

N«'W  .lerst'V  Stonigr  Company.  «harg««i  i»ii 

iK'trob'um 139-111   : 

New  I>ondon.('.im»..  rate  U)  Hurllngtnn.Vt.      161 
New  Orleans,  rat*  s  to :«•»; 
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New  Pennsylvania  Oil  Company 479 

New  York  Central  and  Hudson  River  Rail- 
road Company,  rate  Rochester  to  Nor- 
wood!    106, 109 

refusal  of  infonnation 106 

New  York.  New  Haven  and  Hartford  liail- 
road  Compjiny,  absorption  of  switch- 
ing charges 170-172 

partial  absence  of  prorating '23, 150-lW 

special  rates 166 

New  York,  freight  rates  to 91 

New  York  Harlx)r,  lighterage  absori)tions 

in Kii^l41 

location  of  refineries  at 47, 52 

New  York  State,  independent  refineries  in.        59 

rates  in 92-106,  KiO 

Nevada  County  Oil  Company 479 

Neville  Island.  Pa. .independent  refinery  at.       59 

.North  .\dams.  Mass..  rate  fn»m  Bijston 168 

North  Central  States,  rates  in 179-224 

Northern  California  Power  Company 490 

s<»cret  rate  granted  to 408-410 

Norwood,  N.  Y..  rates  from  and  to...  9-11, 109-121 
Northwestern  States 225-244 

Oakland,  Cal..  inde|K'ndent  retiner>'  at 59 

Oakland,  Me.,  rate  from  East  Boston 170 

Or>ispo.  Cal..  imlependent  refinery  at 59 

Official  Classification.  Scf  Cla.ssitieation, 
Otticial. 

Ohio,  independent  refineries  in .')9. 245 

Ohio  River.  Imsijof  rates  into  central  .^outh.      247 

rates  to  and  from 7 

gateways,  rales  to 1M7-192, 247, 275. 276,  305 

c«mibinatit)ns  l)a.stMl  on 248 

rale  from  Whiting  to 249 

oil  City.  Cal..  cars  ship|>ed  fn>m 483 

Oil  City,  Pa..   <li.striet,  rales  from  refining 

IMiinixin i:^ 

freight  rates  fn)m 91,226 

iHMiefil  of  pn)rating  from,  into  New  Eng- 
land    IM.  156 

dlM-rimination  against,  in  favor  of  Olean  .  9.5-99 

indepemlent  refineries  at  59 

rate*  from,  to  New  England l.V.i.  l«X) 

rales  into  Vermont  compared  with  rales 

from  ( )lean 127 

rales  to  Ohio  River  en >ssings Ihh-Hj;^ 

rates  fn»m.  to  Missij*ippi  River 231.'2:J2.291 

Oil  fields.  lo<ati«.n  of 45-46 

Oklatumia.  through  rates  from  the  East  to.  315.348 
olean.  N.  Y.  dixriminations  in  favor  of  . ..        24 
<)I»en   rates    from.  c<mipare<l    with    rates 

fnmi  Bradford.  Pa l-29-l:« 

.sci-ret  antl  «HH'n  rates  from K  12, 92-147 

Standard  refinery  at 4m 

wesiljound  rates  from i:U  131 

Oleiun.  Cal..  indi-jM-ndent  refinery  at 5«j 

Olinda.  Cal.,  st-eret  rale  from 105.  42'.»  i:JO 

i  >peloUNis.  La.,  ralfs  to :ii>i.  ;w;7 

<  )IKMi  disj-riminntion.  dt-fiUfd 72 

op«'ii  rales,  tlisi-rinilnation,  Calitorniu  ...  452 -IM 

Kansas ;i7u  :?74 

North  Atlantir  .s«lMl*s 121M41 

North  i  rnlral  Stairs 17*J  i-Jl 

!<oulh  Centnil  .^states 2X9  IVJ. :i0.5-311 

.<outh wesUru  S\\vVvs nv^ ,'>*w>*>^ 
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l*age. 
Open  rates,  dlseriinination,  Vermont  —  164-166 

Westeni  States 225-244 

Oxnard,  Cal.,  secret  rate  to 411 

switching  charge  waived  at 459 

Ozark,  Mo.,  rates  to :i64 

Pacirtc  coast,  rates  to.  from  eastern  refin- 
eries  237,238 

sources  of  refi!ied-oil  supply 56 

Pacific  Coast  Oil  Company,  contract  with 

Southern  Pacjfic  Company 399 

contracts  with  Union  Oil  Company 397,398 

pipe  line 39H-l(K),46i 

refinery 47.48,897 

water  transfM)rtation  by 422. 428 

Pacific  Coast  Railway,  rates  on 443 

I»acitlc  oil  TransiK)rtation  C<»mpany 480 

Pacific  States  refineries.  Uxjaticm  of 59 

Packages  use<l  in  shipping  oil 38^^9 

See  also  Barrels;  Cases. 

Page,  Howard 270,277,283 

Paola  Kefitiing  Company 58 

Paraffin  Paint  Company,  location  of  refin- 
ery          59 

Paragon  Refining  Com|>any,  location  of  re- 
finery         59 

Parkersburg,  \V.  Va.,  Standard  refinery  at .        48 

distriniinations  in  favor  of 247,309-312 

territory  supplied  from 245 

Paterson.  N. .!..  rates  to 135 

Pcnn  Lubricating  Company,  location  of  re- 
finery          59 

Penn   Refining  Company,   location  of  re- 

fi  nery 59 

Pen tisy Ivan ift.  independent  refineries  in  5H-59. 215 

Standard  refineries  in 5.") 

(tikK'  petroK'tiin,  value  of :u> 

character  an<l  pntdiict^  <>1 4.'>. •'>(• 

ralcH  ill S7.1J9.  i;i«-. 

IN'ini^-ylvania  ParalVm  \V<»rk*^.  location  oi. .         -Vj 
I'cnnvN  Ivaiiia  Railroad.  Mind  billing'.   liM-lOl.  10'.' 
|H)oliiiK'  airrcenu'iil  with  National  Transit 

Conii'any S«<,  ^H> 

secret  raie^ s-ll.'.>j-l-j«.i 

vu  itching' charires.Beru'cn  J  u  net  ion.  N.. I  .l:>y-l  11 
I'enn«-ylvania    lines,   rates   eastward    ir>ni 
Whilini,'   and    westward    iroui    Pitts- 

l.iiru' 1SI-1S7 

I'coria.   111.,   trciu'ht  rate^.  iroin  eastern  re- 

lincrics 2-J7 

Petroleum.     >"  Crude  oil:   Fuel  oil. 
Petroleum  I»e\ dopnicnt  Company.  Califor- 
nia         :;y^ 

I'liiladelpliia.  rates  to >;.  i:i'> 

ratev  troni.  int<.  .-outli  .\tlantic  states 177 

reliiiericsiit  an<i  near J7.  .■>7.  iS'.* 

PIkm  ni.\.  .\ri/..,  rates  i,, ijs  .|.v> 

Pipaire  charLres ;;(»,  s\) 

al>-or|'ti<»n  oi.  at  >t.  Loui^ :;:)s-:^(-,n 

Pi|"'  lines ;;,;  i^- 

advantaj^'es  ,,i i".*-:^!.  U»-«ij 

ci>s(  of  transjM.rtinir  ••ij  hy..  •j'.t.r.n  t'.j. '.xi.  •_'•_"•.  i.Vi 

ditlieulty  i>\  pipini:  Kern  Piver  oil :i'.C> 

history  oi .v<;  im 

alls,. II. -e  of  Federal  control ;.; 

Irom  Kansas  to  Whitinu ix 

iimliTtlic  A/is.sjs.sjppj  Kiverat  St.  l«o\\\s...     -.^vi. 


Pipe  lines,  in  California 39^-WO 

effect  on  rail  rate?*,  California 399. 430 

to  Kansas  City 370.ST2 

Pittsburg,  Kans.,  rate  from  St.  Louis 3r» 

Pittsburg,  Pa.,  independent  refinery  at  —       o9 

Standard  refinery  at 45 

refined  oil  shipped  to  the  West 227 

discriminations  against 305. 306, 311.  Si: 

rates  from 144-147. 257 

changes  in,  since  1887,  to  Central  Freight 

Association  points i5>-2LM 

into  lower  Michigan 1<M-199 

to  New  EngUind l^^m 

to  South  Atlantic  Stales 177 

westward 1H4-1S7. 21.VJ24 

to  Indiana 2LX)-2»»: 

t o  II 1  i n o i s 20K-224 .  227 

to  Wisconsin  and  Minnes^oU 2»> 

I         to  Ohio  River  crossings Ifs8-iy3 

to  southern  points iSi^-Si'l 

I  to  Mississippi  Valley  points 291 

I  to  Mi.ssis«ippi  River 231.232 

to  East  St.  Louis S19 

'         to  southwestern  territory 34>. 

I  349,352,353.360,961 

j  to  Pacific  coast •237.23> 

j   Pittsburg  Oil  Refining  Company.  loi>ation 

I         of  refinery '»? 

Places,  discrimination  between 60-72 

I   Point  Richmond,  Cal.    See  Richmond,  Cal. 
Port  Arthur,  Tex.,  independent  refineries 

I  at 5» 

I   Portland.  Me.,  rate  to  Oakland.  Me 17t> 

I   Ports,  South  Atlantic,  railroad  rate**  fn»m.  174-176 

rates  to 172-174 

Prairie  Oil  and  tias  C^impany,  exj^'n^e  of 

pipe  line  tran.sportation r'^^-*.! 

Price>  of  oil.etTeet  of  diserinnnutions  u|K.n.         1, 

alleged  elTort  to  depress 4'.«^  r.-y 

less  than  open  ireijrht  rate IM-  t > 

Private  cars.     Stt  Tank  ears. 

l*ro<buH'rsoi  erude  oil.  e<tinplaints  of.   :{7r».  I7*«-  4ni 

efTeet  of  ear  shortage  up<»ii :v>  4v 

California,  injury  t«».  from  seen-l  rate 4«'T 

Kansas.  <liserimiuation  aiKainsl ;v>sj-;oi: 

Profits,  in  refining 2.:v  -4 

Sf>  oho  Moni»p<tly:  Prices. 

ProiM»rti(Mi«v.  distinguished  from  nites >... 

to  the  Mis^issippi  Hiver iuv-.";,' 

south  of  (irand  .1  unction _VvV  jr.: 

Prorating' To 

on  certain  New  F.ngland  roads j  ; 

Postoii  and  .Maine  Kailr«)ad IWi^ 

New    York,    New    Haven    and    Harttonl 

Kailn»ad I.V^1»4 

\'ermont  roa<ls i(.]   po 

to  Middle  West 21.2-V  J:.> 

to  Northwestern  siaies 2^_'i"..  j;i%  J  ;? 

to  Pacilie  coast j.;7.  .'.;> 

to  s,. nth  western  territory 34.'>  ;>li».  :^4Ki'_' 

reasons  for  refusal  of j.'.s 

Puejite  ( »il  Company ■.'.»,  4_'] 

l'u»  lished  rates,  i-vasion  ttf 2»»«i.  2?.'.*- 271 

disi-ri  mi  nations  in I2l>-1  n.j>\*-.^i 

via    Ohio    Kivir    gateways    and    (inmd 

. I  unction Jis-jv* 

X  •    <\l^<>  >VVXVV  IXWVS. 


INDEX. 


509 


Page. 

Pure  Oil  Company,  history  of 57, 88 

retjnery 57, 59 

Qiiee!i  and  Crescent  Route 308  i 

Bnilro«d.««.  lubrlcatinjf  oil  for.  snp|»lie<l  by 

Galena  Oil  \V.)rks 226 

diserlmination  by  one  or  two 64-65 

oblifjntions  of 35 

Calift>rnia,    aHe^ed     effort     to    depress 

prices 498.499 

as  pHwlueers    and    consumers  of  oil  in 

California 394-396 

Railroad  Commission,  California 462 

Missouri 3^.355 

Texas 386 

\Vi.sc4>nsin 244 

Rate-makinjif.  methcnlsand  principles  of..  36-44. 

65-69.292.293 
Rates.     S*r  Commrnlity  rates:  Class   rates;   Dis- 
criminations;   Op>en     rates;    Secret    rates; 
State  rates,  etc. 

Rebates 2. 75. 76 

pri<»r  to  Inter?5tate  Commerce  Act 63 

in  California 16.76,403,424,426,437 

of  suitchInK  charges  to  As.sociated  Oil 

Comimny 4riO 

Reb'llinK  at  Grand  Junction 262 

Re<l  Bluff,  Cal..  secret  rates  to 4(MM10.415 

Re<MinK.  Cal..  secret  rates  to 408-410, 415- 

Red«indo.  Cal.  si'cret  rates  from..  18. 4tt'),  4-22-429 

secret  rate  to 430, 131 

Rcedlcy.  Cal.,  secret  rate  to 419 

Rertncd  oil.  prixlucetl  by  standard  refiner- 
ies  *. 52 

use  of  term 5() 

RcMncries,  areas  «>f  di«<tribution  from 49-&1 

dismantling  of,  by  Standard i\S 

1»  Ma  I  ion  of 29. 30, 44-62. 5<W>9, 84-8«) 

oi  .Standard  Oil  Conipany,  kx>ation  of H4,85 

source  of  crude-oil  supply 47-48.58 

bnatlo!!  of.  in  North  Central  StaU's....  179-IHl 
ItM'ation  t»f.  in  relation  to  •MUithern  mar- 
kets        245 

independent.  inmil>er  of 57 

effect  on  prices  of  refine<l  oil 1-J6 

sources  of  crude  oil  supply 5m 

near    Van     KninciM-o.    diM-riminations 

a^cainst 414.417,41h 

.*vt'  iiho  Com  jK'li tors. 

Refiners.  Kansas,  complaints  of 376 

Refining.  ex|K'nst«*  of :a 

prtjfiis  <.f 2. 3.  :M 

Revenue  oil  Company,  shipments  of 481 

Revision  of  nites.  California 414 

Richard.son,  (J.  F..  letters  from 473.  176 

Richard«<on-<iay  oil  Comimny.  lm*ation  of 

refinery  :i9 

Rice.  <  ieoiye 304 

Richmond.   Cal..   advantages  as    shipping 

point 18 

refinery  at 4h,  397 

rates  fn»m 404. 41.3- 418. 454 

Risk  t»f  fire 314 

Rlvenlale.  111.,  tariff  from,  t»>  Grand  .lunc-  , 

tion,  Tenn 250.  26h  i 

Riverside.  Cal..  ."^cret  rate  to 442   | 
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Rochester,  N.  Y.,  dl.scrlminations  in  favor 

of 24 

location  of  lubrlcatlng-oll  works  at 47, 61 

lubricating  oil,  shipped  to  the  West 226 

rates,  from  Olean  to 8, 94-97 

from  Buffalo  to 100 

from,  compared  with  rates  from  Warren. 

Pa Iti4-137 

to  Norwood,  N.  Y 101 

to  Ohio  River  crossings 188, 189 

to  East  St.  Louis 319 

Rock  Island,  111.,  rates  to (>5, 232 

Rodeo.  Cal.,  independent  refinery  at 59 

Rollin  Refining  Company,  Rolllu,  Kans. ...        58 

Rules  of  Southern  Railway 313, 314 

Rutland,  Vt.,  rates  to 9-11 ,110-121 

Rutland  Railroad,  discrimination  In  favor 

of  tank  cars  against  barrels 26 

prorating  on 23, 161-163 

rates  from  Norwoo<l.  N.  Y.,  to  Burlington. 

etc 9,110-121 

St.  Louis,  consumption  of  gas  oil  and  fuel 

oil  from  Kansiis  retinerii>s 50 

volume  of  .shipments  to,  from  Whiting.  :«1,332 

ratesfrom 15. 344-363.  :J60-369 

rates  from  Kansas  to 24. 25, 370-372, 3S8 

piping  of  oil  at 358 

Sef  alfo  Eiist  St.  Louis. 
St.  Louis  and  San  FrancL^co  Railroad,  ab- 
sorption   of    pipage   charges   at    St. 

Urtils 359 

from  southern  Kansas 376-384 

,)il  tariff  and  clrctilar 378, 379 

rates  on 16, 362-364,  mi 

ritt<*o:i  wooden  and  on  Iron  barrels...  355.354; 
St.   Loul.s.    Iron    Mountain  and  SoiUhern 
Railway,  rates  on  wo<Klenand  on  iron 

barrels 355 

rates  to  Alexandria.  \jn 3t'..>-36M 

St.  I'aul.  Minn.,  rates  to 234> 

Salton.  Cal..  secret  ratt*s  to 413. 419 

San  Bernardino,  Cal.,  si'eret  rate  to 4*29 

San  Diego.  Cal..  secret  rates  to 17. 4'2tV-12.H.  431 

water  transportation  to 42M 

S<ui  Francisco,  crude  oil  rates  to 452-451 

refineries  near 48.  :W7. 4.V>,  456 

rate  from,  to  I/>s  Angeles 4*22 

rates  from  nelghlj<»rh<Hi<l  of 455-45H 

San  Joaquin  Oil  and   Development  C<mi- 

l»any 470-471.479 

.San  Joaquin  Valley  Railway,  mileage  reg- 
ulations        IW 

San  Jose.  Cal..  rates  to 417. 45<; 

San  Luis  Obispo.  Cal.,  rates  to 457 

San  Pe<!r(».  Los  Angek*s  and  Salt  I..akc  Rail- 
road, crude  oil  consume<l  by 3^ 

interest  of  Standard  oil  <'Hpitallsts  in —      396 

siKret  rales  on 142 

Santa  Fe  Pacific  Railr<tad  Company,  mile- 
age regiilatlons 493 

Santa  Fe  sy>»tem.  rates  In  Kansas 372. 373 

cru<le  oil  «*onsumed  by 391 

exfilanalion  of  low  rate  to  Caney.  Kans. .      374 
fuel  contract  with  AswHSiated  Oil  Com- 
pany    4<^vA<J«» 

Interest  iu  ctviA«-o\\  v^«A>5l«;V\^w "^^ 


510  INDEX. 

Santa  Fe  system,  interest  of  Slandani  Oil  Southern  Pacific  Company,  rates  from  Alex- 
capitalists  in 39o  I             andria.  La 'M 

rates  from  Cherryvale.  Kans..  to  Tulsa,  rebates  paid  by KWS 

Ind.  T 363  j      swi tc hi iiK  ("barges 45iy-IH 

rebates  paid  by 16, 403         tank-ear  mileage  regulations 492. 4« 

secret  rates  and  rebates 42*2-442  statement  regarding  private  tank  cai>? ...     474 

statement  regarding  car  shortage 476, 477  '       unfair  apportionment  of  cars 47>-IT» 

switching  charges 46*M61  i      discriminati»ms  in  treatment  of  tank  «*ar><.  2T-'> 

Santa  Paula, Cal.,  independent  refinery  at.        59  ,      shonage  of  t*ink  cars 475 

Santa  Paula  Oil  Company,  location  of  re-  refus*il  to  haul  tank  cars 47«M74 

tinery ^9  '       leasing  of  tank  cars 466-4^9 

Santa    Rosa.  Cal..   purchases  of   oil   from  |  Southern  Railway,  absorption  of  Meinj»his 

Dabney  < )il  Company 49D  '  and  Charleston  Railway  by 2P> 

Santa  Rosa  Woolen  Mills 490. 492  I       division  sheets i'»).  JfS 

Savanna.  111.,  rates  to,  from  the  East 2:V2  I      relation  to  Grand  Junction  combination.    24«^ 

Seaboard,  pipe  line  to 47  I                                                                         2ni>, 2rt2-267 

Seal)oard  r«'(iucries.   jiroportion  of  oil   re-  statements  by 2»rfi.  JST 

lined  at 53      South,  rales  into 1;I-15.24-V-514 

Secrecy  of  mtes.  Central  Vermont  Railway.      1*25  Southern   ReHning  Comimny,    kvation  of 

from  Rochester  into  Vermont 117-121  refinery '^ 

Whiting  to  Illinois  jM)ints 212  ,  Stmlhwestern  Oil  Company,  hx'ation  of  re- 
Whiting  to  Kasi  St.  Lcmis :«>-;M0               finery '^ 

Secrecy,  virtual,  of  rates  filed  with  Inter-  Southwestern  States 2l.V-aey 

state  Commerce  C^)iEmission 5  i  SfH-'cial  l)illing  orders.  Chicago  and  .\lton 

Secret  rales 2-20. 72-78  Railway 3> 

canceled 102.      Spreckels.  Cal,.  secret  rate  to 412 

J.)] .  27«».  3(»5, 3-20. 3*29, 330. 3()3, 367,  :i82. 444  Springfield.  Mass..  rate  fn»m  Beverly.  .Mh.ss.      !»> 

imiM)rtance  <»f 72  mte  to  BrightwocKl,  Mas*< l*> 

mcth<Kls  of  concealing 75-7S,      Springfield.  Mo.,  through  rates  to f..  l.\ 

91. 261-2(>4. 279-2H2. 3;«-340  318,  :«9.  »i0-36.>,  377-:fr3 

used  on  interstate  bu^ine^s 10r)-r29.  Standard  ( )il  Company,  advantages  in  tmns- 

2.V)-2.V2. 27&-279. 330-;«2, 365  portation 2*»-31. 35,  m-&2 

Alexandria.  La 365  clainss  against  railroads 7fi 

Birmingham  and  Mem])his 274  interests  of  Standanl  ca[>italists  in  rail- 

Burliugtou.  Vt..  ironi 121-129  road^  in  California :«)n.;}i». 

Califoriiiu ^02- h2.  151 .  1.V2  deliveries  of  refine<l  illuminating  oil  hy 

l"ji^t  SI.  Loll i^ :{17.:;2J-;-vl5  its  <e\eral  refim-rie*^ 

Kvaiisville  and  ilie  Sniuli 'Jfi'..  Jo'.*.  JT'i  -js^  exports  of  oil "*' 

(.ran.l.Iiiii<ti..ii  iin<i  theSoiuh..   J.'io  J.VJ,  2'.] -274  ireigiit  >liippe(l  a<  prepaid 77 

(ialevJMirg  ami  Moiniioinii,  III 2U>  212  location  of  retinerie^ Jl    fV,».o. SJ.«v> 

oKan.  troiii '.>2-l29  monopoly  of  J. ipe  lines .r 

N«'U  ICiikIjiii'I ]i;(i-17o  natural  advantages  in  transportation .    .   2*>--I. 

>■"  a/>''/ Slat.-  rates.  ;i.'>,  fj»-..2 
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